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DIOVET through the years 


A GOOD INVESTMENT IN 1936 


Typical of many GUNNISON HOMES built in the 


mid-thirties, which have proven themselves to be a 336 
sound security for the Investment Dollar. Mortgages 
on these early GUNNISON HOMES start maturing 


in the early ‘fifties! 


GUNNISON'S newest, the ‘L'’ shaped Catalina, 
now takes its place alongside the famous Coronado 4 , 
and Champion as GUNNISON answers America's a 


call for low cost, high quality Homes! 
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a still better investment in 1952! 


Proof that a GUNNISON HOME provides sound collateral lies in the 
traditional ‘‘Test of Time’’. A proven Product by an experienced Manufacturer, 
backed by extensive research is your best guide to a sound investment. 
Write for a free copy of ‘The Gunnison Story". . . The story of a 

HOME which has been PROVEN THRU THE YEARS, Dept. Y-2. 


“Catalina’’, “Coronado” and 
Champion” — T.M. Gunnison 
Homes, Inc. 





UNITED STATES STEEL (@) conroration SUBSIDIARY 


NEW ALBANY, INDIANA 





























PRESIDENT’S 
Column 


OUTLOOK FOR 1952 


HE mortgage loan picture for 

1951 has been one of rather 
continued uncertainty. Nineteen 
fifty saw all previous housing rec- 
ords broken with 1,350,000 units 
started. Production for 1951 was 
planned for 800,000 to 850,000 
units. Many thought the figure 
would not be reached because 
of credit con- 
trolsanda 
prospec- 
tive shortage 
of critical ma- 
terials. Final 
figures are not 
available, but 
for the first 
eleven months 
(through No- 
vember 30, 
1951) 1,022,600 units were started 
of which 952,000 were private 
construction and 70,100 public 
housing. Compared to the same 
1950 period, total starts were 
down 211% per cent with private 
starts off 25 per cent and public 
housing up 143 per cent. Much 
criticism has been made because 
of the heavy increase in public 
housing starts while private in- 
dustry was operating under vari- 
ous restrictions to curtail their 





Aubrey M. Costa 


activity. 

On March 8, 1951, the Federal 
Reserve Board took action that 
caused government bonds to be 
traded in a free market. Follow- 
ing this, the price on numerous 
issues dropped below par to a 
figure which caused owners of 
these securities to incur losses of 
two to three per cent and some- 
times more when sales were made. 
Many investors had outstanding 
heavy commitments to purchase 
mortgages as building reached 
completion, and had to convert 
other securities into cash when 
government bonds could not be 
sold without loss. This caused a 
difficult situation and brought 
about the withdrawal from the 

(Continued page 8) 
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“Ten years ago - 


America’s Business 


publications Boa 


JOHN W. SNYDER 


Secretary of the Treasury 


“Ten years ago America’s business publications, as a voluntary public service, 
presented for the first time advertisements outlining the Payroll Savings 
Plan for the regular purchase of U. S. Savings Bonds, and urged its accept- 
ance. During the decade which has passed, American business has consist- 
ently supported the Payroll Savings Plan and made it a success. Continuation 
of this cooperation with the Treasury is most essential in the present emer- 
gency. Expanded sales of Defense Bonds will assist importantly in checking 
inflation, in preserving economic stability, and in furthering the over-all 


defense effort.” 


In ten brief years: 


@ From 700,000 in 1941 employee participation went 


to 27,000,000 at the peak of the war. 


@ Companies with Payroll Savings Plans jumped from 


10,000 in 1941 to more than 175,000 during the war. 


@ Since January 1, 1951, the number of men and 


women on Payroll Savings has grown from 5,000,000 
to 6,200,000. 


@ On September 30, 1951, individuals held Series E 


Bonds totaling $34.6 Billion—more than $4.6 Bil- 
lion greater than on V-J Day. 


The U. S. Government does not pay for this advertising. The Treasury De- 
partment thanks, for their patriotic donation, the Advertising Council and 


UE EN 


@ In the January-September, 1951, period, 33,418,000 


$25 E Bonds were purchased—a gain of 17% over 
the same period of 1950. 8,966,000 $50 E Bonds 
were sold in the first nine months of 1951. $25 and 
$50 denominations are the bonds bought by Payroll 
Savers. 

Congratulations to the executives of industry and 
the publishers of business papers for their continu- 
ing effort in promoting systematic savings through 
the Payroll Savings Plan—the plan that protects 
America and Americans. 
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P ROTECT YOUR 


ILLINOIS MORTGAGES 
against hidden title defects 








Fast title guarantee service throughout the state 1s made 
convenient by Chicago Title and Trust Company’s 
agencies in 64 Illinois cities 





Many of the risks which may affect a title are not revealed in 
the title search. That’s why the protection of Chicago Title and Trust Com- 
pany’s Title Guarantee Policy is so important. If the title as guaranteed is 
ever attacked, Chicago Title and Trust Company assumes full responsibility 
for defending it and, in case of loss, pays promptly. 

This protection is now easily available anywhere in Illinois, 


through local title and abstract offices who act as our agencies and repre- 


sentatives in 64 Illinois cities. 


CHICAGO TITLE ann TRUST COMPANY 


111 West Washington Street + Chicago 2, Illinois 


409 E. Adams Street, SPRINGFIELD «¢ 23 W. Main Street, DANVILLE «+ 111 No. Court Street, ROCKFORD 
112 Hillsboro Avenue, EDWARDSVILLE «+ 217 S. Park Street, DECATUR 
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A GREAT NAME IN FIRE INSURANCE 





Baloise Comes 
(o America 


Baloise Fire Insurance Company Limited, of Basle, Switzerland, has 
been prominent in the world’s insurance market since 1863. To direct 
its activities in Fire and Allied Lines of Insurance in this country, the 
company has designated Miami as United States headquarters and has 


named Mr. Joseph Weintraub, United States Manager. 


Management of Baloise’s operations in America will be under the same 


general management and staff as 


MERICAN BRQurryt 
TITLE and INSURANCE GENERAL 
Cc O M PAN Y INSURANCE CO. 


Those who overlook no opportunity to make good real estate security 
even better will find that a Baloise policy will meet their requirements 
with the financial strength and stability of nearly a century of world- 


wide integrity. 


BALOISE FIRE INSURANCE COMPANY LIMITED 


U. S. Head Office: Miami, Florida 


United States Funds in excess of $1,000,000.00 
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Seas) ANOTHER NATIONAL HOMES FIRST! 


PARENTS’ 


a MAGAZINE ~ 


40 & 
VERTISED y a 


National Homes prefab- 
Ria of National homes. The Parents’ Magazine Seal was 
ural parts are commended 
by Parents’ Magazine as 
advertised therein. 


Here’s new proof of the quality and durability 


awarded to National Homes Corporation only 

after thorough study and evaluation. No other 
producer of prefabricated homes has this Seal. Another 
convincing reason why National Homes mortgages are 


such good investments. 


NATION’S LARGEST PRODUCERS 


OF PREFABRICATED HOMES... HOMES 


CORPORATION, Lafayette, Ind. 


EASTERN PLANT: HORSEHEA NEW YORK 
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IZE, strength and reputation make a great 






difference between this diaper kid 







and a real ring veteran. 


There are also great differences between 






insurance companies . . . Differences which 





make it always wise to look beyond an insurance 

policy to the strength, character and 

reputation of the company which issues it. 
Lawyers Title Insurance Corporation of 

Richmond, Virginia, is outstanding in 

amount and character of assets 

available for protection of policyholders. 
There is no other title insurance 

company with so much to offer in both financial 


strength and national reputation. 


(Upon request, condensed balance sheet 


will be gladly furnished) 


( Virginia ) 


lawyers Title |nsurance (6rporation 


Operating in New York Slate as (Virginia) Lawyers Fille Insur Corporal. 





Home Office ~ Richmond . Virginia 


. . » Me - - 
TITLES INSURED THROUGHOUT 32 STATES, THE DISTRICT OF COLUMBIA AND THE ISLAND OF PUERTO RICO. BRANCH OFFICES AT AKRON, ATLANTA, 


AUGUSTA, BIRMINGHAM, CAMDEN, CINCINNATI, CLEVELAND, COLUMBUS, DALLAS, DAYTON, DETROIT, MIAMI, NEWARK, NEW ORLEANS, NEW YORK, 
PITTSBURGH, RICHMOND, SPRINGFIELD, ILL., WASHINGTON, WILMINGTON, WINSTON-SALEM, WINTER HAVEN. REPRESENTED BY LOCAL TITLE COM- 
PANIES IN 135 OTHER CITIES. 
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“MY OPERATING AND SERVICING COSTS ARE HIGHER THAN | EVER THOUGHT THEY'D BE... IF 


THEY GO HIGHER IN 1952, DON'T KNOW WHAT I'M GOING TO DO.. .” 


? wHaT 
= , KNEW 

! : THE WAS 8 Vv = pmincieaLs WOULP 

5 peact COMES, "LgFENSE SPE you've po iN 1952 --- 
ow , WE PEACE Cpse, IF OE gor 
ae onst vases ager ANYTHING 
prors prEePAR 

‘T TO 8 | 
o 


“HARD TO BELIEVE OF 
COURSE BUT DO YOU 
suPPOSE THAT CONGRESS 


T 
EN TO THA 
MIGHT LIST PROPOSAL TO INVEST 


NATIONAL LIFE INSURANCE 
FUNDS IN Gi LOANS...” 


“WHAT DOES THIS BUSINESS LOOK LIKE 





« FOR 19529" 
. 
"FHA, VA, FANNY MAY, CMP, NPA, REGULATION Xx 2 
RULES ape 
. REGULATIONS, CHANGES ... YOU'VE @ ne WA T 
GOT TO ves, THE TTER PAR 
aE A WIZARD TO KNOW EVERYTHING went IN THELD spo WE 
‘S GO = 
ING ON IN THIS BUSINEss ae * a nt uP THE 
pot " 
“AMY CHANGE IN INTEREST RATES LIKELY NEXT YEAR?”  ¢ MARKET 
“DID SOMEONE SAY A PREMIUM MARKET FOR MORTGAGES IN 1952... ?" 


e¢g ‘LOUDY but clearing. Tomor- 

row fair.” That might well be 
the mortgage weather forecast for 
1952 based upon the opinions of mort- 
gage lenders, bankers, life insurance 
men and others with a stake in the 
industry over the nation as polled by 
Tue Mortcace BANKER to make up 
this year-end summarization of what’s 
likely ahead. 

Nineteen fifty-one was a good year 
to get away from — mortgage-wise 
anyway. It was a year of the most 
drastic changes which most people in 
the industry had ever seen. Almost 
overnight boom conditions became 
just about the reverse. And they 
lasted throughout most of 1951. Late 
in the year, conditions began to 
change. The change is continuing 
and it’s for the better. 

That’s a safe statement based upon 
what representatives of all kinds of 
institutions told us in late 1951. THe 
MortcacE BANKER asked representa- 
tive correspondents, life insurance 
men, bankers and others to go to 
their crystal balls, read what they saw 
and give us their analysis of what to 
expect for 1952 and beyond. We 
also asked the presidents of the Amer- 
ican Bankers Association, National 


Association of Mutual Savings Banks 
and others to take a look at 1952 
from the viewpoints of their own 
groups. They did; and their sum- 
maries are published in the following 
pages. 

A general over-all conclusion is 
that conditions in the mortgage in- 
dustry are improving rapidly and will 
continue that way. But there will be 
no sudden swing-back to conditions 
that existed prior to March, 1951. 
Any such assumption is out, all 
agreed. Life company commitments 
are being worked off. Their interest 
in loans is increasing, slowly but 
surely. The first quarter of 1952 
should show even more pronounced 
improvement. 

That’s a generalization. To be 
more specific let’s look at individual 
factors: 


>> ON HOUSING: It’s clear that 
housing starts are going to be off 
substantially in 1952, based upon 
what MBA members see ahead and 
the announced plans of government 
officials. ESA says 500,000 units is 
about what should be _ permitted. 
Tighe Woods says the nation should 
stop all construction except in defense 
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: potent NOT OVER-BUILT BUT 
NEAR SATURATIO 

HOMES MARKET Is OVER THE cowry 


\ 


° “IT'S ALL A MUDDLE SO BEST you 
CAN DO IS GUESS ..- 9 
eo 


“A 
RE THE PENSION FUNDS 4 MARKET 
« 
) FOR US AND HOw 
p CAN WE SELL THEM?" 


areas. HHFA apparently will settle 
for the 1951 target of 850,000 units. 
Something in between all these is 
about what to look for in 1952; and 
whatever it is, it won’t be a bad 
building year. 

But it won’t be evenly spread out 
over the country. The defense areas 
(and they are being increased all the 
time) will see a lot of building which 
means that in other parts of the na- 
tion new building is going to be off 
very sharply. Some members set the 
drop in their areas as high as 30 to 
60 per cent. 
>> ON SALES: As 1951 drew to a 
close, many builders were experienc- 
ing something rather new for them— 
new, anyway, for recent years. In 
many parts of the nation, probably 
most parts in fact, prospects for new 
homes weren’t as plentiful as they 
had been. In some areas, mortgage 
men told THe Mortcace BANKER 
that the prospects were smaller in 
number than they had been in many, 
many years. Fewer people were look- 
ing. Higher down payments and 
credit restrictions were given as rea- 
sons why; but in other places mort- 
gage men were frank to say that the 
market had been pretty well supplied. 


7 





>> ON VA LOANS: In appraising 
loan conditions for 1952, possible 
market, rates, etc., the GI loan is still 
the problem child of the industry. 
Gl in little demand. 
The rate is too low to compete. They 
have little market except for sales to 
FNMA. 
tractive unless there is a rate increase. 
That’s what most mortgage men say 

plainly indicating that there has 
been no great change in the GI mar- 
ket within recent months and that no 


loans will be 


They may never become at- 


significant change is visible now. 

Not everyone takes that view. Some 
mortgage men are more hopeful and 
say that the market is improving 
some, will improve more and that in 
any event enough business is going 
to be done to still the clamor of the 
veterans organizations for the govern- 
ment “to do something.” 

Just as 1951 was closing came word 
that there will be no discount allow- 


ance—which means that another hope 


for reviving the VA loan goes by the 
boards. The prospect for an increase 
in rate seemed as remote as ever. 
Biggest single problem facing the in- 
dustry as 1951 was closing was the 
GI loan. 

>> ON FHA LOANS: Better days 
ahead for FHA loans, say these mort- 
gage men. But FHAs are still caught 
the dilemma which the federal 
reserve-treasury accord has created 
from the investment viewpoint. Life 
expect fewer to be 


in 


insurance men 
purchased. 

>> ON CONVENTIONALS: They'll 
be eagerly sought, competition prob- 
ably will be keen. 

>> ON SUPPLY OF FUNDS: The 
American people have again taken off 
on a savings spree and funds are pil- 
ing up in institutions at an amazing 
The life companies will have 
pay offs and in 1952 
of somewhere in the neighborhood 
of $1% billion dollars—which means 


pace. 
amortizations 





a substantial amount of funds flow- 
ing into mortgages just to maintain 


their present position. By the same 
token, it appears that the mutual sav- 
ings banks will have to purchase 
around $750,000,000 of loans just to 
maintain their portfolios. But there 
are a lot of contributing factors in 
this picture, as Mr. Freese clearly out- 
lines in this issue. These banks now 
face a corporation tax they never had 
before. They’re looking at municipals 
as they haven’t done previously and 
have an eye on the possibility of in- 
vesting some of their funds in com- 
mon stocks. The savings and loan 
associations—for whom the crisis in 
mortgage money hasn’t had the same 
meaning it has had elsewhere—are 
experiencing the same rapid flow of 
savings. They'll be strong competi- 
tion for loans in 1952. 

>> STRAWS IN THE WIND: 
Looming large in estimating what 

(Continued page 38, column 3) 
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OUTLOOK FOR 
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1952 


ol 


ol 


regular 
In 


market many pur- 
the 


meantime, the yield on high grade 


chasers mortgages. 


industrial bonds increased and 
these securities competed favor- 
ably with mortgages for invest- 


ment funds 


The wisdom of allowing an in- 
creased interest rate on the 4 per 


no increase has been approved al- 
though the authority to do so is 
administrative and rests with gov- 
While this sit- 
Treasury 


ernment agencies. 
uation prevails, our 


Department has continued to pay 


higher rates on its borrowings, 
yet the GI and FHA rates re- 
main frozen. Consequently the 
+ per cent rate on GI loans is 


particularly unattractive to inves- 
tors at this time 


During 1952, life insurance 
companies, savings banks and 
other institutional lenders will 


have absorbed a major portion of 
their heavy prior commitments 


will likely 


funds 


have unallocated 


But 


the present high ratio of mort- 


and 


to invest. for many, 


gages in their portfolios will carry 
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cent GI loan and the 4% per 
cent FHA insured loan has been 
widely discussed but up to now 


them well into the year and there 
will be no rush to heavy buying. 

In the past few years, the pen- 
sion trusts of large industrial con- 
cerns have grown considerably in 
size, and efforts are being made 
encourage them invest a 
portion of their funds in mort- 
gage loans. Previously, they have 
bought stocks and bonds as these 
offered an easier type of invest- 
ment and were simpler to handle 
than mortgages, but for diversi- 
fication of investments and other 
reasons, they may soon become a 


to to 


new reservoir for mortgage loan 
funds. 

Present indications point to a 
goal of 850,000 housing units for 
1952, which will require much 
less financing in dollar volume 
than the 1,350,000 units of 1950 
and the estimated 1,100,000 units 
of 1951. Of these 850,000 units, 
it is likely 200,000 will be FHA 
insured Title IX Defense Hous- 
ing, 50,000 will probably be pub- 
lic housing and the remaining 
600,000 units will be available for 
other financing. Public works and 
pro- 
grams will likely be somewhat re- 
stricted by regulations and mate- 
rial shortages, thereby requiring 
less financing. 

It is hoped private capital will 


commercial construction 


quickly absorb all FHA Title IX 
offerings within the 90 days after 
each project is announced. If 
this is not done, another oppor- 
tunity will be provided for our 
government to activate a direct 
lending program. The extent to 
which our operations exist under 
a government controlled econ- 
omy is already disturbing. 

The detail incident to handling 
mortgage loans is voluminous and 
expensive and much duplication 
acounting practices. 
Studies to simplify these proce- 
dures are progressing favorably; 
and new, safe methods are being 
devised to accomplish substantial 
savings to investment institutions. 

For 1952, the Mortgage Bank- 
ers Association of America has 
planned a most expansive pro- 
gram of meetings for its members, 
with heavy stress being placed on 
education. People who understand 
our industry and stay well posted 
are assured a better chance to 
succeed. There are obstacles ahead 
in 1952—but there are opportu- 
nities, too! 


it ME 


President, Mortgage Bankers 
Association of America 


occurs in 


oo? 
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What Lenders See Ahead for 
THE MORTGAGE INDUSTRY 


As we go into 1952, institutional 
investors are going to be more selec- 
tive than they have been. Encourag- 
ing thing to keep in mind is that 
while profits for the mortgage banker 


“As 1951 closes, many institutional 
investors will have absorbed their ab- 
normal commitments and should be 
seeking good mortgage loans, both in- 
sured and conventional at approxi- 
mately current yields in the early half 
of 1952. It must be considered, how- 
ever, that because of currently high 
yields available on corporate bonds 
and preferred stocks, and because a 
substantial amount of other types of 
loans are available to them to finance 
expansion plans of prime companies, 
it cannot be anticipated that as large 
a proportion of their investment 
funds will be available for mortgages 
as in 1949 or 1950. 

“In my opinion, institutional inves- 
tors will be more selective on their 


and builder may be less, a stability 
will be created that will react to the 
advantage of both, says W. F. Kees- 
ler, vice president, The First Na- 
tional Bank of Boston. 


mortgage investments, and it must be 
remembered that they will not over- 
look the possibility of overbuilding 
in some areas and they will seek eco- 
nomically sound loans for the long 
run with less full reliance on the 
terms of FHA and VA guarantees. 
“They will recognize that a good 
secondary market on existing proper- 
ties is essential to preserve the good- 
ness of many loans already made as 
well as those currently considered. 
“One of our problems is that we 
must recognize the fact that defense 
spending and shifts in population 
caused by it are supporting the com- 
mercial and residential values and 
demand for properties to a substan- 
tial extent in many areas, and it is 


extremely difficult to judge what a 
return to more normal times will do 
to the value of properties which by 
any yardstick have been very liber- 
ally financed in recent years. It would 
appear that if all the forward com- 
mitments which are being sought 
could be obtained, we would have 
some unsound building in many areas. 


“Excluding Title VIII military 
deals and Title IX defense housing, 
it would seem that there will be a 
fairly substantial further slowdown in 
the pace of residential and commer- 
cial building not directly related to 
the defense effort. The encouraging 
thing is, however, that although this 
may eliminate some of the profits for 
the builders and mortgage companies, 
it will be protective to the future 
soundness of the building industry 
and to the ultimate advantage of the 
mortgage lenders.” 





ITH an increased flow of sav- 

ings funds into banks and 
other mortgage lending institutions 
there will, during 1952, be ample 
funds for hous- 
ing which can 
be financed un- 
der the Volun- 


tary Credit 
Control Pro- 
gram. The 


VCR Program, 
as well as Reg- 
ulation X and 
concurrent reg- 
ulations’ of 
FHA and VA, have all tended to 
$ inject an element of conservatism 
into the mortgage market and has 
improved the opportunities for con- 
ventional loans. The relative con- 
servatism has also brought the 
lending limits of other lenders 
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Banks May Want to Put $5 Billion in Mortgages in 1952 


By C. FRANCIS COCKE 


President of the American Bankers Association 


closer to the mortgage practices of 
banks and has thus given the banks 
a better chance to compete. How- 
ever, with the expectation that 
there will be adequate materials, 
as well as money, for another good 
year of housing construction, ten- 
tatively set at 850,000, there will 
be keen competition for good, 
sound mortgages. 

Even with the VCR program 
and the Federal regulations, lend- 
ing terms are still relatively easy, 
and of course income has con- 
tinued high. Hence, the housing 
demand will continue strong, es- 
pecially in the lower priced field 
where the credit terms are more 
favorable. These influences may 
have an additional inflationary ef- 
fect on the prices of smaller homes. 

The banks now hold about $20 
billion of the home mortgage debt 


of the country and it is estimated 
that homeowners are paying off 
this debt at the rate of $2 billion 
a year. The banks could legally 
invest about $29 billion in mort- 
gages or an additional $9 bil- 
lion. These $9 billion together with 
$2 billion which will be repaid 
during 1952 brings the total 
credit legally available to $11 bil- 
lion. Since some banks do not { 
make mortgage loans and others 
will invest only a small percentage §$ 
of their savings funds in mort- 3 
gages, we believe a conservative 
estimate of the additional funds 
which banks will want to put in 
mortgages during 1952 will be in 
the neighborhood of $5 billion, 
which of course could finance a 
very large proportion of the 850,- 
000 homes to be constructed dur- 
ing the year. 
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Optimism and Caution Well Mixed 
in Lenders’ Forecasts for 1952 


An appraisal of the 1952 outlook 
can’t be made solely on the availabil- 
ity of mortgage funds. There are 
many other problems confronting us, 
says Alvin E. Soniat, president of the 
Texas MBA, and vice president, J. E. 
Foster & Son, Inc., Fort Worth. He 


says: 


“The slow down in the mortgage 
business which began last March has 
attributed to 
funds for investment in the hands of 
investors, but this has 


been the scarcity of 
institutional 
been only one factor in a complex 
picture. 

“Many builders, have 
able to finance the construction of 
homes being held for sale, report very 
slow sales due to lack of effective de- 


who been 


mand, particularly in houses costing 
$12,500 to $25,000. This. of course. 
is in the bracket affected 
Regulation X, but even where financ- 
ing is not a problem the builders re- 


most by 


port considerable sales resistance. 

“This condition is almost certain 
to curtail the number of residential 
starts for 1952, unless a considerable 
pick-up in sales takes place within 
the next few months. There will be 
exceptions in certain areas where tre- 
mendous sums are being spent on the 
defense effort, because of an influx 
of population; but the areas from 
where the workers come will have a 
surplus of housing which will offset 
the situation from a national stand- 
point. 

“Thus, if we have a reduction in 
home building in 1952 to approxi- 
500,000 units, and commer- 
cial construction is drastically cur- 
tailed due to shortage of steel and 
NPA Regulations, there should be an 
active demand for mortgages on the 
part of investors starting soon after 
the first of 1952. Interest rates will 
probably be higher at first, but as 
conventional loans become scarcer, 
the demand will increase on FHA 
loans and perhaps even GI loans be- 
fore the year is out. 

“This should stabilize the 
gage business materially during 1952. 
Although the volume of new business 
will not be as great as heretofore, 
there should be a better balance be- 
tween the supply and demand for 


mately 


mort- 
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mortgage funds, creating a much 
better situation for the mortgage 
banker.” 


The heavy hand of an election 
year is likely to be felt in 1952 and 
it will affect mortgages as it will all 
other activities, in the opinion of 
John F. Austin, Jr., president, T. J. 
Bettes Company, Houston. He says: 


“Almost anything can happen in 
an election year—and often does. In 
a controlled economy, such 
have had for the past several years, 
any major changes in federal controls 
usually have a marked effect on our 
business as originating mortgagees. 
Unfortunately, my crystal ball is not 
equipped with a government regula- 
tion forecaster. 


as we 


“However, I believe that, in the 
main, 1952 will be a great deal sim- 
ilar to the last half of 1951. At- 
tractive loans will continue to be in 
limited supply, and although the 
mortgage market will no doubt con- 
tinue to improve, I do not anticipate 
any major change. 


“Unless the defense program is ma- 
terially curtailed, the mounting short- 
ages will likely be a determining fac- 
tor in new construction volume. The 
total number of starts will be under 
A large percentage of these 


1951. 
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will be in designated defense areas, 
outside of which I expect the starts 
to be substantially less than in 1951. 
Consequently, I feel a higher percent- 
age of our new mortgage business will 
be on existing properties in 1952. 
“Collections should remain about 
the same or possibly a little better in 
1952. As in any presidential election 
year, our government will make every 
effort to maintain good business con- 
ditions, which should be reflected in 
mortgage payment records. Let us 
hope that an unforeseen wave of ma- 
jor strikes does not unexpectedly alter 
these prospects. 1952 should be a 
satisfactory year for all of us.” 


Improvement all along the line is 
evident and 1952 should bring more 
of the same, is the optimistic view 
of Norman R. Lloyd, president, Al- 
lied Mortgages, Inc., Cleveland. 


“The new year should see the re- 
moval of many of the uncertainties 
which have faced our business since 
March of 1951. This may be more 
true of the general Cleveland area 
than of the country as a whole, be- 
cause of our very large industrial ex- 
pansion. In the latter part of 1951, 
there was a decided change in the 
mortgage money market. A number of 
institutions are now considering 501 
and FHA financing, which were com- 
pletely out of the market as recently 
as 60 days ago. Such financing as is 
handled under either title will be 
under a tighter credit basis than prior 


to March of 1951. 
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The 1952 Mortgage Market from the Mutual Savings Bank Viewpoint 


President of the National Association of Mutual Savings Banks 


E HAVE had an unusually 
confused situation in the 
mortgage market for all of 1951. 
The situation this year was marked 
by the extreme 
scarcity of avail- 
able funds in 
certain areas, 
which caused 
many difficul- 
ties for borrow- 
ers. 
A brief anal- 
ysis would show 
Carl G. Freese that the pri- 
mary factors 
leading into this situation and af- 
fecting the supply of mortgage 
money are as follows: 
>> In July, 1950, following the 
early months of the Korean War, 
there was a tremendous wave of 
scare buying in many fields. Al- 
though this resulted in a definite 
downward trend in savings de- 
posits, reversing the previous con- 
tinuous gains over several years, 
gains were resumed in March 1951. 
>> In October, 1950, the imposi- 
tion of Regulation X and its ac- 
companying FHA and GI regula- 
tions, while not of great immediate 
importance, because of the large 
volume of pre-Regulation X com- 
mitments outstanding, nevertheless 
loomed on the horizon as a posi- 
tive forerunner of limit on building 
and curtailment of mortgage credit. 
>? In March, 1951, the removal 
by the Federal Reserve Board of 
the pegs in the government market, 
laid the groundwork for the de- 
monetization of government bonds, 
proceeds from the sale of which 
had been supplying a large portion 





By CARL G. FREESE 


of the funds for the purchase of 
mortgages. 

During 1947, 1948, 1949 and 
1950, the principal mortgage lend- 
ing institutions were steadily add- 
ing to their mortgage portfolios, in 
order to increase their earnings. 
They were attempting to fill up the 
void which had resulted in their 
mortgage positions from ten years 
of depression, five years of war, 
and two years of inadequate build- 
ing, hampered by lack of building 
materials. By October 1950, many 
lenders had reached what, with 
their commitments, they considered 
to be a relatively satisfactory ratio 
of mortgages to assets, and when 
the loans involved in these large 
commitments have actually and fi- 
nally been delivered towards the end 
of 1951 or early in 1952, there will 
be substantially less demand for 
mortgages to fill portfolios. It 
would appear that in 1952 there 
will be less mortgage money avail- 
able and that it will be limited to 
an amount equal to the sum of (1) 
amortization payments on mort- 
gages in existing portfolios (2) a 
portion of retained earnings (3) a 
percentage of new deposits. Of 
course, the amortization is on a 
new high level of mortgage hold- 
ings and represents a considerable 
sum available. It is hardly conceiv- 
able that there will be the same ex- 
tent of conversion represented by 
the sale of government bonds and 
reinvestment of proceeds in mort- 
gage loans as was so characteristic 
of 1950 and the early months of 
1951. 

As for the demand side, it seems 
reasonable to assume that new con- 
struction will decline moderately, 


and that there will be a smaller 
volume of mortgages available in 
1952. Clearly the already notice- 3 
able shift to conventional mort- 
gages, where the interest rate can §$§ 
be made to fit the market, will con- 
tinue. FHA paper will probably 
be produced in smaller volume, 
and because of the reduced supply, 
may have a reasonably good mar- 
ket. There is little on the horizon 
to indicate that VA mortgages, 
except locally, will be popular with 
investors, or move readily in the 
secondary market. At some stage 
sooner or later, a solution must be 
found by the industry if VA paper 
is to move freely in the private 
market. 


Two other factors should be con- 
sidered in any review of the cur- 
rent mortgage picture. During the 
months of May, June, and July 
1951, in even our most rapidly ex- 
panding cities, there was a certain 
amount of stickiness in the hous- 
ing field, and if by any chance this 
situation was an indication that 
the market for new housing had 
been pretty well saturated, it is 
quite conceivable that with any 
degree of recession in earnings of 
individuals, this situation could be- 
come accentuated and make for a 
lessened mortgage demand. 


For investment purposes, the 
fixed interest rates on the guaran- 
teed and insured mortgages will 
make them less and less attractive. 
They will suffer against competi- 
tive types of investments available 
to major lending institutions, which 
are marked by continually increas- 
ing interest rates. This trend is 
already noticeable. 


DCCC bbbbb00ttt>t>- 





“There is* every evidence that the 
insurance company and savings bank 
investors are working off their com- 
mitments in a much more rapid man- 
ner than any one had thought pos- 
sible. It is my firm conviction that 
most institutional investors will be 
back in the market very early in 1952. 


There is some slight evidence that 
enough will be back to possibly again 
create a premium market for mort- 
gage paper.” 

W. Eugene Harrington, vice presi- 
dent of Spratlin, Harrington & 
Thomas, Inc. of Atlanta, holds a 
generally favorable view for the com- 
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ing year. In his appraisal of 1952, 
he thinks: 

“Any forecast of prospective vol- 
ume of mortgage loans for 1952 
should separately treat each of two 
groups, i.e., defense housing and con- 
ventional housing. 

“Volume of defense housing is con- 
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Some Say We’ve Passed Cycle Peak and 


Demand for Loans to Be Heavy 


tingent upon too many unknown fac- 
tors to attempt to forecast. In some 
areas, defense housing will be a large 
factor. In other areas, conventional 


housing will suffer as workers are 
attracted to defense industries. 

“As to conventional housing, Reg- 
ulation X and the withdrawal of the 
Federal Reserve from the government 
bond market, both left their imprint 
on 1951 housing. Any consideration 
of 1952 must take into consideration 
the continued effect of these factors, 
plus probable increased difficulty in 
the securing of materials. 

“Whether it was intentional or not, 
Regulation X and the 
support of the government bond mar- 


removal of 


ket resulted in these two forces join- 
ing in marriage and bringing forth 
a troublesome child which was left 
and still remains on the door step of 
the mortgage banker. 


“The adverse conditions for 1952 


will be, as I see them: 

>> Prospective buyers unable to meet 
cash requirements of Regulation X 
after the impact of higher taxes. 
>> The uncertainty of financing and 
securing of critical material, discour- 
aging speculative builders. 

>> A surplus of houses in some areas 
brought about by migration to de- 
fense areas. 

“The favorable factor is more 
funds being available for a lessened 
demand and 203’s and conventional 
loans having a better market than 
was the case for most of 1951; 501’s 
of good grade should share this 
market. 

“Aside from defense housing, 1952 
will witness a substantial drop in 
starts with a better market for such 
mortgages as may be available.” 


The mortgage industry should have 
a good year in 1952. GIs will find 
a market near par by mid-1952— 
and a premium market for FHAs by 
the same time next year. Such is the 
optimistic, hopeful view of James J. 
Teeling of Teeling Mortgage Com- 
pany in Dallas. His analysis of what's 
likely ahead: 


“The bond market has entered its 
final upsurge as to interest rates and 
yield. The cycle that has just passed 
is clearly apparent to the student 
of finance as the final step before the 
downward trend becomes apparent. 
As this article is written, yields have 
increased since the slump of July 
1951 and December Victory govern- 
ments are selling at 96-18/32. How- 
ever, this situation should correct it- 
self within the next ninety days. 


“The above conclusion has been 
reached by the writer based on the 
known available reservoir of funds 
that will be available during 1952 and 
the call that will be made upon those 
funds. We have seen the year 1951 
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as the greatest year of demand upon 
investment funds in history. The hold- 
over of real estate commitments of 
approximately 400,000 units and the 
expansion demands of industry as the 
result of the Korea conflict caused 
this demand. 


“Industry and far, largely 
satisfied its regarding 
the financing of its improvements and 
is now in the process of constructing 
them. It is not too hard to believe 
that the Controlled Material plan of 
conserving steel and other materials 
needed for rearmament will aid in 
the lack of new investment bond bor- 
rowings and the year 1952 will see 
than demand of bond 
borrowings on institutional funds. 


“Investment funds will quickly 
back-fill in the reservoir and then an 
active search will begin for invest- 
ments which will turn first to the 
mortgage field. It is doubtful if the 
mortgage field will be large enough 
to satisfy the demand. A large East- 
ern insurance company has already 
arrived at this conclusion and is in- 
vesting heavily in 1952 forward com- 
mitments; others will follow suit al- 
though at a slower pace. 

“The full effect of the drying up 
of investment demands will not be 
recognized until about the middle of 
March 1952 at which time investors 
will realize their predicament and de- 
invest heavily in mortgages. 
because of regulations 
will not be sufficient 


has, by 
requirements 


less normal 


cide to 
The supply, 
and restrictions, 
to satisfy these demands. 

“Where lim- 


there is now 


only a 
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ited outlet for FHA loans in the sec- 
ondary market, it is believed that by 
the middle of 1952 FHA loans will 
return to their former demand by 
investors nation wide. Furthermore, 
a premium can be expected for these 
loans. 


“GI loans will find a market near 
par by the middle of 1952 as other 
sources of investments dry up. The 
mortgage industry should have a good 
year in 1952 but with a great deal 
less business than we have handled 


in the past.” 


Others Say We Can’t Expect Very 
Drastic Changes from Late 1951 


The possibility of any premiums 
beyond a point for either FHAs or 
conventionals is slight. Except for 
defense centers, building will drop 
sharply. Collections may increase 
too. These are some of the signifi- 


“Marketing conditions for mort- 
gages will probably be the controlling 
factor in the volume of business which 
brokerage members of MBA can ex- 
pect in 1952. So long as major cor- 
porations continue the program of 
plant expansion and therefore con- 
tinue in the market for capital funds 
at going rates, just so long can we 
expect a fairly restricted market for 
low-rate federally insured or guaran- 
teed mortgages. 

“The pressure of investment of 
funds on the part of life insurance 
companies will not be as great as it 
has been in the past; and I look for 
a restricted demand for mortgages on 
the part of insurance companies, but 
an enlarging demand for mortgages 
on the part of the mutual savings 
banks. It is also apparent that the 
rapid increase in growth of the fed- 
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cant factors to consider in appraising 
1952, says R. O. Deming, Jr., presi- 
dent, The Deming Investment Com- 
pany, Oswego, Kan., and past presi- 
dent of MBA. Analyzing 1952 pros- 
pects, he says: 


eral savings and loan associations will 
continue because of the higher divi- 
dend rate paid and their increased ac- 
tivity in soliciting deposits. 

‘New construction should continue 
at a comparable level in 1952, barring 
all-out war; but the major portion 
of new construction will be in those 
sections designated as defense areas. 

“It is extremely doubtful that pre- 
miums on any type of mortgages will 
go beyond one point during 1952 for 
either FHAs or conventionals. GI 
loans will continue to be slow-moving 
because of the rate. Price of GI loans 
will not exceed par at any time dur- 
ing 1952, but will be more favorably 
regarded in 1952 than in the past. 
Delinquencies in other than defense 
spending areas may increase in 1952 
over 1951 and collection work should 

» heavily emphasized in 1952.” 
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“A Year of Readjustment from the 
Hangover of Overbuilding” Is View 


952 is likely to appear to be a 
“slow year” when compared to the 
fast pace of recent years, is the opin- 
ion of Joel K. Riley, vice president 
of The United Savings Bank in De- 


troit. He says: 


“It appears from Detroit that the 
government regulators of the building 
industry will finally get their desire 
that not over 800,000 units be started 
in 1952. This will be a fine thing for 
the mortgage market in that it will 
again bring the number of home 
mortgages down to a point where 
they do not exceed the supply of 
money, and as a result 
again sell at not less 


mortgage 
mortgages will 
than par. 
“Housing starts will not exceed 
800,000 units, due to 
the slow start which the industry will 
1952. The 400,000 units ex- 
Regulation ‘X’ which 


largely com- 


in my opinion, 


have in 
from 
1951 are 
addition, 


empt 


hoomed now 


pleted. In three factors are 


discouraging Detroit builders at the 
present time. First, is the slow sales 
which they are now experiencing. 


Fewer prospects are looking at houses 
than at anytime in recent years. Prop- 
erties priced over $12,000 are moving 
need for 25 
make 


poorly because of the 


year amortization in order to 
the borrower qualify and lower priced 
run into difficulty on the re- 


quired down payment. The 


houses 
bloom 
seems off the boom on sales in De- 
troit and nothing slows down starts 
like unsold houses with a cold winter 
coming on. 

“The second factor holding back 
new construction is the current tight- 
Builders 


‘all clear’ 


ness of mortgage money 
have not yet been given the 
signal on large projects by local mort- 
gage Winter weather will 
both slow and discourage construction 
by the time FHA mortgages are sal- 
able in substantial quantities at par, 
and by the time FNMA has received 
additional funds through purchase of 


part of its VA portfolio by a govern- 


companies. 


ment agency. 
“The last factor, not yet effective 
in Detroit, is the CMP order and 


shortage of critical building material. 
While not they will 
likely be time the 


a deterrent now, 
effective by the 
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builders are encouraged to build in 
the spring. 

“In my opinion, the greatest fac- 
tor in the recent mortgage upheaval 
was the over-supply of mortgages 
which of course was based primarily 
on new home construction. Restricted 
home building during the next year 
will again bring money and mort- 
gages into balance and as a result 
FHA mortgages will be acceptable at 
+44 per cent interest, and enough 
VAs at 4 per cent will be taken to 
still the clamor by veteran organiza- 
tions. Since our mortgage depart- 
ments are geared to a 1,250,000 house 
year, 1952 will seem a slow year, but 
it will be a year of adjustment from 
a hangover of overbuilding and tight 
money.” 


Funds for mortgages are increasing 
and the 1952 supply will equal the 
demand, says W. G. Wallace, presi- 
dent, The Towle Company, Minne- 
apolis: 

“What is ahead for the mortgage 
business in 1952? It is safe to assume 
that the government will permit 
about 800,000 dwellings to be built 
this year. This means less financing 
than in 1950 or 1951. Since a large 
number of those new dwellings will 
defense the volume of 


be in areas, 


homes built in non-defense areas will 
be greatly reduced from the past two 
years. Commercial and industrial 
construction will be limited to prop- 
erties essential to the defense effort, 
therefore financing of this type of 
property will also be reduced. 

“The amount of money available 
for mortgages is steadily increasing 
so the supply should equal the de- 
mand in 1952. It would not be sur- 
prising if competition entered the 
mortgage market again so as to force 
interest rates down slightly. There 
appears to be a satisfactory market 
for conventional loans at reasonable 
rates as well as FHA loans; but the 
VA 501 mortgage does not have an 
adequate market. A slight increase in 
rate or provision for a discount would 
correct this situation.” 


There will be market improvement 
as 1952 gets underway but it won't 
be fast, and it isn’t likely to affect 
GIs much, in the opinion of Carton 
S. Stallard, vice president, Jersey 
Mortgage Company, Elizabeth, N. J. 
He says: 


“There will be a greater flow of 
new money into the mortgage market 
during 1952 than we experienced 
during 1951. The entire year of 1951 
was spent in the picking up, by port- 
folio buyers, of commitments entered 
into during the year 1950 and the 
first two months of 1951; accordingly, 
those in the mortgage business who 
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had a backlog did not really feel the 
lack of money, except for their in- 
ability to do new business. During 
1951, the mortgage originator was al- 
ways able to market his FHA mort- 
gages, at least at par, and in some 
locations above par. That market 
seems to be getting stronger and I 
believe it will continue to get stronger 
during 1952. 

“As far as VA mortgages are con- 
cerned, there was practically no de- 
mand for that type of mortgage in- 
vestment during 1951. There does 
seem to be some interest at the pres- 
ent time, at a price, and it would ap- 
pear that if there is not a sufficient 
volume of FHAs to satisfy the mort- 
gage portfolio buyers, the GI market 
will become stronger as the year goes 
on; but I do think it may be slow in 
starting. There is a great feeling 
among many investors that GI loans 
may never become attractive unless 
there is a substantial increase in the 
interest rate. 

“The conventional one-family 
house market seems to be strong 
where the interest rate is 4% per 
cent. With the apparent restriction 
on starts of new construction during 
the year, which could easily result in 
an under supply of mortgages, it 
would seem that the general market 
should strengthen during the year 
1952.” 


“It's been a long giveaway pro- 
gram to watch but I hope it has 
ended,” says Harold F. Whittle, pres- 
ident, H. F. Whittle Investment Com- 
pany, Los Angeles. The coming year 
won't be the same as what we’ve had 
but it will be more normal—and that 
is what the industry must expect. He 
Says: 

“As we step into the year 1952, 
let’s look back to a year ago at this 








time. The mortgage business was run- 
ning at a high level of volume, then 
came the slow-down for reasons with 
which we are all familiar and we all 
had to adjust our operations to a 
lesser volume of business. It hardly 
seems possible we could have kept up 
the fast pace we were going and what 
happened in 1951 seems to have been 
a blessing in disguise. The dangers 
of over-building, vacancies and a 
poor real estate market were just 
ahead; but somebody turned off the 
money spigot and supply and demand 
had a chance to work out their dif- 
ferences. 

“The most significant thing that 
happened during the past year has 
been the sudden realization that a 
single action taken by a government 
agency created partial paralysis in the 
mortgage business and construction 
industry. Truly we are in a managed 
economy. 

“The normal in business cannot be 
the peak but must be a lower level 
which falls in line with supply and 
demand. I believe that 1952 will give 
us an opportunity to adjust ourselves 
to a new normal which after all will 
be better for us all. Out in our part 
of the country we believe business 
will not be poor or wonderful but 
just good. Inflation will continue, for 
politicians do not have the courage 
to stop the vicious circle. Additional 
funds will be available for investment 
in mortgages if owners or buyers have 
reasonable equities. It has been a 
long giveaway program to watch but 


I hope it has ended.” 


The market is better now than in 
months and the improvement should 
continue, says Robert H. Pease, vice 
president, Draper & Kramer, Inc., 
Chicago. 

“The mortgage market today is 
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better than it has been for many 
months, and this recovery seems 
likely to continue throughout 1952. 
However, this should not be taken 
too optimistically, for this recovery 
will continue to be slow in pace and 
restricted in volume. 

“Some people maintain that insti- 
tutional buyers of mortgages will re- 
turn aggressively in 1952 because of 
their having digested their past com- 
mitments, with new investment 
money pouring into these companies, 
and with housing-starts being sharply 
reduced in 1952, thus reducing the 
mortgage supply. In my opinion, 
this will not be the case, since life 
insurance companies, trust funds, sav- 
ings banks and savings and loan asso- 
ciations are fairly well in balance in 
their mortgage investment accounts. 
They are not, and will not, actively 
seek to materially increase the per- 
centage of mortgage loans to total 
investments, and consequently, mort- 
gages in 1952 must compete in a free 
market for institutional funds. 

“The mortgage market should be 
materially affected by the increasing 
demand of industry for expansion, 
which will take large sums from insti- 
tutional buyers which they might 
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otherwise have available for mort- 
gage investment. This siphoning of 
funds will occur both in the private 
placement field and through corpo- 
issues. The volume of 
mortgage money available in 1952 
will be related to the rate 
offered on loans and to this compe- 
tition from industry for institutional 


rate bond 


closely 


funds 

“Mortgage money should be avail- 
able early in 1952 providing the in- 
terest rate is not less than 4 per cent 
net to the insurance companies. 
Yields now obtainable in the bond 
market, which should continue be- 
cause of the demand created by in- 
dustrial expansion, preclude any real 
demand for mortgages at a lesser 
yield. VA loans are now unattractive 
to life 
FHA loans are at best marginal in- 
vestments. VA loans at a 4 per cent 
gross rate will go begging for at least 
the first six months of 1952, and 
FHA loans at a 44 per cent gross 
rate will find some buyers, but the 
volume will be relatively small. In- 
creased personal savings should pro- 


insurance companies, and 


vide ample funds for savings and 
loan associations and mutual banks, 
and their buying should be princi- 
pally in the conventional loan field. 
Life insurance companies should have 
ample funds for conventional loans, 
but they will not be bidding for them 
and the yield must be competitive.” 


The capital demands of industry 
are going to be keenly felt in the 
mortgage market next year, says 
Oliver M. Walker, president, Walker 
& Dunlop, Inc., Washington, D. C. 


“The mortgage business in 1952 
will be much slower than either 1950 
or 1951. The volume of new building 
should decrease because of restrictions 
on credit and material and a lack of 
for new housing units in 
some areas. Most institutional inves- 
tors will be current on their advance 
commitments but it will be more pop- 
ular for the managers of investment 
funds to hold larger cash balances. I 
doubt if such managers will consider 
investments in governments the same 
as cash as they have done over the 
past ten years. Interest rates and the 
general supply of money should be 
tighter during the first six months of 
1952 due primarily to the enormous 
sums necessary for business firms to 


demand 


pay income taxes on a current basis. 
This factor should offset the increase 
in savings of individuals in life insur- 
ance, savings accounts and demand 
deposits. 

“Because of the frozen interest rate 
on VA and FHA mortgages, the 
higher yields on conventional loans 
and corporate debentures will tempo- 
rarily make these investments less at- 


tractive.” 


Problem of the GI Loan Remains the 
No. 1 Consideration of the New Year 


The outlook for mortgages, like so 
many other factors in the national 
economy, is clouded with many un- 
certain possibilities. According to the 
viewpoint of Claude R. Davenport, 
president, First Mortgage Corpora- 
tion, Richmond: 

“Looking from an area no large 
and financially than 
Virginia, a prudent man should be 


geographically 


very careful in expressing opinions 
regarding the 1952 market. 
“Speaking generally, a slow down 
in building, both starts and comple- 
tions, of individual residences since 
early spring of 1951 has reduced vol- 
ume of FHA and conventional resi- 
dential loans to the point that, while 
demand has been slow, it has been 
adequate for the available supply of 
such loans. Demand for VA loans has 


16 


gradually decreased to the vanishing 
point. I do not anticipate any de- 
mand for VA loans from national 
lenders during first half of 1952. What 
FNMA will do is, of course, a politi- 
cal rather than an economic question. 

“Construction loans are difficult 
but not impossible. Firm commit- 
ments for permanent loans are posi- 
tively necessary to secure construction 
money. Builders are complaining pub- 
licly that reduced market demand for 
loans and inability to sell with high 
percentage the VA loan financing, is 
ruining market for new houses, but 
privately are admitting that (except 
in declared defense areas) reduction 
in residential building is necessary and 
healthy. 

“Consensus of opinion is that gen- 


eral market demand for FHA Title 


II loans is improving, but not as fast 
as was anticipated in September anal- 
yses. Fluctuations and continued low 
prices of U.S. 2'%s, plus larger indus- 
trial and municipal bond offerings 
than anticipated, is slowing mortgage 
loan enthusiasm and will result in 
limited demand during the first half 
of 1952. 

“At this writing (December 1) the 
matter of financing programmed 
housing in defense areas is compli- 
cated beyond potential analysis. Na- 
tional accounts have not decided re- 
garding purchasing FHA Title 9 
loans. If demand develops, it will 
be very slow after first of the year. 
Meantime, FNMA funds available 
are far less than enough to handle 
units authorized. 

“Prospects are favorable that Con- 
gress in January or February will au- 
thorize sufficient FNMA funds to then 
handle programmed defense housing. 
Meantime the program will be in a 
state of almost hopeless confusion.” 


More low cost housing in 1952 
than in 1951, more activity in FHAs 
and GIs and keen competition for 
conventional loans is the savings and 
loans association outlook as enunci- 
ated by the U.S. Savings and Loan 
League’s committee on economic 
trends and policies. 

The Committee estimates that ap- 
proximately 1,000,000 new houses 
and apartments will be started in 
1951 but that this volume will not 
be exceeded in 1952. “If labor and 
material shortages grow acute, there 
may be a reduction of 10 to 15 per 
cent.” 

Other aspects of the 1952 building 
and real estate outlook: 
>> Housing demand will continue to 
be strong because of continued high 
incomes and somewhat easier terms 
of lending. 
>> While construction costs may ad- 
vance somewhat, especially because 
of shortages of materials and labor, 
no major changes are anticipated. 
>> Higher priced houses will stay on 
the market longer than was the case 
in 1951. Selling prices will be stabil- 
ized, and increases, if any, will come 
in the lower priced field where de- 
mand is strong and mortgage credit 
is more favorable. 
>> Mortgage competition will grow 
somewhat more intense in the face of 
high savings and a somewhat lower 
demand for mortgage money. 
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How LIFE COMPANY MEN 
Appraise 1952 Mortgage Prospects 


Adequate life company funds for 
conventional loans at an average rate 
of not less than 417 per cent, a mod- 
est interest in FHAs but an unattrac- 
tive outlook for GIs, sums up the 
outlook of R. D. Swinehart, manager 
of the mortgage loan department of 
Aetna Life Insurance Company. He 
says: 

“Apparently by the end of January 
1952, life insurance companies, gen- 
erally, will have absorbed their un- 
usually large mortgage commitments 
of 1951 and will again have a sur- 
plus of investible funds. I am afraid 
many mortgage bankers will then 
jump to the conclusion that ‘happy 
days are here again’ and that the in- 
surance companies will be forced to 
take conventional loans at lower rates, 
as well as increase their activity in 
the FHA and perhaps even the GI 
market. 

“T think there are two factors that 
must be considered before arriving at 
such a conclusion: first, it is impor- 
tant to remember that some life in- 
surance companies placed such a vol- 
ume of loans on their books in 1951 
that they will be content merely to 
maintain their present mortgage ratio 
and will: invest in mortgages only 
those funds which come to them as 
mortgage principal repayments; sec- 
ond, is the historic difference in the 
net yield for life insurance companies 
between corporate bonds and mort- 
gages which is a minimum of ¥% of 
1 per cent. (Some companies say it 
should be 1 per cent.) Today, life 
insurance companies can earn 342 per 
cent on high grade corporate bonds 
and so long as they can maintain this 
rate, they certainly are not going to 
be attracted by GI loans and will 
probably make 4% per cent FHA 
loans, if at all, only as a service to 
their correspondents. It is difficult 
to forecast what will happen to this 
type of corporate bond rate but we 
do know there will be a tremendous 
demand on the part of corporations 
to borrow for expansion purposes, 
which may maintain the rate at some- 
where around the present level. 


“I, therefore, feel there will be a 
satisfactory fund of insurance com- 
pany money available for conven- 
tional mortgages in 1952 but at an 
average rate of not less than 44% per 
cent; that there will be a modest in- 
terest in FHAs but GIs on the pres- 
ent basis will continue to be unat- 
tractive.” 

We certainly can’t expect another 
1950 in 1952 but it may well be a 
satisfactory year, in the opinion of 
Paul A. Nalen, second vice president, 
The Mutual Benefit Life Insurance 
Company, Newark: 

“Many people want to know when 
we can expect normalcy for business 
in general and our business in par- 
ticular. Is there such a thing as nor- 
malcy? I don’t think so. A review 
of the past 25 years bears this out. 
We went through an exaggerated 
credit expansion during the latter 
part of the twenties; a severe depres- 
sion through the thirties, a war pe- 
riod during the first half of the 
forties, and now an ever increasing 
inflationary period. Was any of this 
normal? I think not. 

“Can we expect the housing indus- 
try to continue as it was in 1950? 
Can we absorb it? I think everyone 
will agree that we cannot. 

“A review of this indicates that 
1952, barring a cessation of war prep- 
arations, or a war itself, will bring a 
fair amount of business. There should 
be enough materials and labor to 


produce a sufficient volume of new 
starts and this should be sufficient to 
keep us all going. 

“This leveling off can be very good 
for both our country and our busi- 
ness. This should be the time for all 
of us to review and refine our organ- 
izations, our methods and our proced- 
ures. Perhaps we can achieve some 
far reaching results.” 

We can expect declines just about 
all along the line in 1952 but when 
everything is taken together, the year 
ought not be an unsatisfactory one. 
So says A. C. Bryan, manager of the 
mortgage loan department of Provi- 
dent Life and Accident Insurance 
Company, Chattanooga. He says: 

“Insofar as I am able to estimate 
from reports that come in from our 
sources of loans throughout the terri- 
tory in which we operate, (and by 
sources I mean those in the field who 
are actually in the business of produc- 
ing loans) I conclude that there will 
be a definite decline in both the num- 
ber of loans and their total dollar 
volume during the coming first half 
of the year 1952. 

“Our producers inform us that 
their conclusions result from the ne- 
cessity for adherence to the credit reg- 
ulations, which require a greater cash 
down-payment, and the necessity of 
living up to Voluntary Credit Re- 
straint, which means there are not as 
many ready ‘buyers’ with sufficient 
cash. They also explain that they 
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have felt some gradual improvement 
in the housing situation in their com- 
munities. There to be some 
evidence of material scarcities and it 
is further evident that most lenders 
are screening their loan applications 
more carefully, which has a tendency 
to slow down production. 


seems 


“From the designated critical areas 
there should develop quite a flow of 
insured which I believe will 


provide some outlets for investors. 


loans, 


“It is my belief and hope that with- 
out unforeseen further governmental 
restrictions or the requirements of the 
war effort, which would make it more 
difficult to obtain materials, the situ- 
ation will clear up in the latter half 
of the year and the natural growth 
of the country will require financing 
of one nature or another; it is my 
that in certain areas the 
economy will need more housing, as 


conviction 
well as more expansion growth to 
take care of the needs of growing 
and services therefor. 
“Short of all-out war, we hope for 
a good year in 1952. We are planning 
We 
are trying to do business from day 


communities 


insofar as we can to that end. 
to day on the most reasonable basis 
possible.” 


For the first time in a very long 
time, institutional investors have to 
search for dollars to invest rather 
than investments to buy—and a con- 
tinuation, on a somewhat reduced 
scale, is in prospect for 1952, in the 
opinion of a leading life company 
executive who said: 


“With continued credit restrictions 
restrictions, 
larger loans will be cur- 
tailed in the coming year. Smaller 
loans, particularly FHA and GI, will 
be in good supply especially with the 
government of this 


and building material 


volume of 


encouragement 
type of construction. 


“The most significant things that 
have last March in 
the mortgage business have been im- 
provement in rate after a long period 
the drastic 
change in the general mortgage pic- 
ture—and the fact that for the first 
time in many years companies have 
had to dollars to invest 
rather than to search for investments. 
It doesn’t to me that we can 
expect to have anything like a nor- 
mal market again until there is an 


occurred since 


of very low rates and 
search for 


seem 
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elimination or at least drastic reduc- 
tion in defense building and spending. 

“One of the problems of the mo- 
ment is to make mortgage terms at- 
tractive in comparison with yields on 
other forms of investment. Insofar 
as the FHA and VA market is con- 
cerned, as surplus funds accumulate 
it will certainly tend to open up the 


market for them but a more equitable 
rate would bring this about much 
sooner. 

“In my opinion for 1952 there will 
probably be a substantial volume of 
FHA and GI loans available but good 
conventional mortgages at fair rates 
will be hard to get witn the com- 
petitive situation getting tighter.” 


Investors Will Be Very Selective in 
Loans They Purchase in 1952 


The outlook, as seen by F. E. Tur- 
ner, Jr., superintendent of the mort- 
gage loan department of The State 
Life Insurance Company of Indian- 
apolis, must be considered from sev- 
eral angles—some good, some not so 
good. In his opinion, we can con- 
template 1952 mortgage-wise with 
these things in view: 


“1951 will be long remembered as 
a year of many problems such as the 
imposition of credit controls by the 
Federal Reserve Board, the skyrock- 
eting of prices and wages, the reck- 
less and rampant spending by the 
federal government, the many inves- 
tigations by committees appointed by 
Congress, and finally the stark re- 
alization that our long cherished free- 
dom which has made our country 
great, is being seriously jeopardized 
by forces from within, as well as from 
without. 


“For 1952, the outlook for a large 
volume of mortgage loans available 
for purchase is not too bright, and 
will depend largely on the policies of 
the federal government and on the 
attitude of interest 
rates, and 
such investments. 


investors as to 
availability of funds for 


“It seems quite certain at the mo- 
ment, due to shortages of some of the 
critical materials needed, together 
with higher building costs, that the 
construction of new homes, including 
rental units, will be considerably less 
than in the present year. This re- 
duction, which may amount to as 
much as 50 per cent, will be particu- 
larly noticeable in the larger sized 
homes of three or more bedrooms 
and in large rental units. Another 
important factor which will have a 
strong bearing on the construction of 
homes for sale will be the ability of 
builders to sell the property at a rea- 
sonable profit when completed. At 
present, while the housing shortage is 
much less severe than it was, there 
are still a number of buyers for homes, 
but due to the operation of Regula- 
tion X and/or the Voluntary Credit 
Control Program, many such poten- 
tial buyers do not have the required 
cash down payment; as a result, in 
many cities real estate sales have 
slowed down materially. Further, 
some builders have been left with a 
number of unsold homes on hand, 
and consequently, such an experience 
will cause them to proceed rather 
cautiously as to further new con- 


INVEST IN THE GROWING 
MID-SOUTH 


Conventional Loans Available 
Originating in 


Tulsa, Okla., Fort Smith and 
Texarkana, Ark., and Shreveport, La. 


REPUBLIC MORTGAGE CO., INC. 


C. LAUGHLIN, President 


19 N. 7th 


Phone 2-7233 


Fort Smith, Arkansas 





The Mortgage Banker for January, 1952 











VOLUME SALES © PROJECT SAVINGS *© MINIMUM RISK © PROMPT DELIVERY © FINANCING 








Pee 
, 52 bine : 
: See 


ee wo 
eh! 


i 
\wee Nt 















A \s 


















» * CAN EN JOY a steady supply of sound mortgage loans, no matter 
with the 152 what the home building outlook, if you recognize the demand for P & H 
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struction, especially in any sizeable 
volume. The recent modification of 
Regulation X will no doubt prove 
of some benefit to both buyers and 
builders, but some of this effect has 
already been lost through higher taxes 
now being required by both local and 
Federal governments. 

“The demand for money continues 
very strong, and no appreciable 
change in interest rates is anticipated 
during the first half of the year. In 
fact, there may be some further ad- 
vance in rates, especially so if the re- 
turn on governments and high grade 
corporate and utility bonds continues 
on the present attractive yield basis. 

“By reason of the yields now ob- 
tainable from high grade bonds, in- 
terest rates on mortgage loans have 
likewise advanced and are pretty gen- 
erally stabilized at 434 to 5 per cent 
for conventional loans on new or 


comparatively new homes, and at 5 
to 6 per cent on older, but well main- 
tained homes in good locations. 

“Money for investment in loans on 
sound commercial and industrial 
properties, while available in reason- 
able amounts, is not in as plentiful 
supply as it was some months past. 
Such loans are likewise being written 
at higher interest rates and in some 
instances, with shorter maturities. 

“The demand by investors for FHA 
and VA loans has declined materially 
during the past six or eight months, 
due largely to the reluctance by in- 
vestors to tie their funds up in such 
long term ments and at con- 
siderably lower interest rates than are 
being obtained from other equally as 
attractive and secured investments. 
At the moment no appreciable 
change in attitude by investors to- 
ward such loans is evident.” 


Top Interest in Residential Field To 
Be Conventional Loans at 4%-5% 


The new year holds no possibility 


for a return to anything like the ~ 


boom conditions of 1950 is the opin- 
ion of many including H. E. Hand- 
ford, manager, city loans, Bankers 
Life Company, Des Moines. He says: 


“As far as the long term picture for 
mortgages is concerned, residential 
loans are a basic investment and will 
continue to be sought by most insti- 
tutional investors as an integral part 
of the investment portfolio. The rela- 
tive attractiveness of the several types 
of loans will depend on the availabil- 
ity and yield of other securities. The 
supply of such securities should con- 
tinue for the first half of 1952, and 
the recovery for mortgages will thus 
be gradual. I doubt seriously that 
there will be any return to the un- 
precedented boom conditions that 
have prevailed in recent years. 

“The turning point in the mortgage 
boom occurred in the spring of 1950 
when FNMA ceased making prior 
commitments for loans. The full ef- 
fect of this action was delayed be- 
cause of the large volume of one-year 
commitments. Another overstimulat- 
ing factor in the market was removed 
in March, 1951 when institutional in- 
vestors ceased abruptly the transfer 


of low yielding securities to higher 
yielding mortgages. 

“Some investors withdrew tempo- 
rarily from the mortgage market after 
March, 1951 because of the high vol- 
ume of mortgage commitments and 
others because of the attractiveness of 
current security offerings, but for in- 
vestors who remained in the mortgage 





For the first time in U. S. history, 
home owners outnumber renters. The 
mid-century mark reveals owners oc- 
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homes. In 1890, only one-third of 


the homes were owner occupied. 
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STATE OF TEXAS 
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Mortgage Loan Correspondent 


market normal operations had begun. 
Mortgage acquisitions, in most in- 
instances, were substantially reduced 
from the abnormal peaks of 1950 to 
a basic capacity of reinvesting the 
payoff of the mortgage account to- 
gether with a reasonable proportion 
of the yearly increase in assets. 

“With the mortgage boom now 
ended, what can we reasonably expect 
for the mortgage market and home 
building in 1952? 


>> “Most institutional investors who 
have temporarily withdrawn from the 
mortgage market because of heavy 
commitments will return in 1952 on 
a considerably reduced but probably 
normal basis. 


>> “The primary interest of investors 
in the residential field will be in con- 
ventional loans at rates of 42-5 per 
cent. 


>> “There will be mixed interest in 
the FHA market as the interest rate 
is too low. For a steady FHA market, 
FHA interest rates need more flexi- 
bility. 

>> “VA loans will continue dormant 
except for FNMA, purchases and 
some institutional purchases on a 
highly selective basis. VA loans suf- 
fer from the same lack of market 
flexibility and will be in less demand 
than FHA loans because of the lower 
interest rate. 


>> “With the building risk substan- 
tially higher than that experienced in 
an overstimulated mortgage market, it 
is likely that 1952 residential building 
starts will be substantially below 1951. 
It is my guess that not over 800,000 
units will be started with a further 
reduction possible because of the ef- 
fect of material controls.” 
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The maxium interest rates on in- 
sured and guaranteed mortgage loans 
should be raised so that the mort- 
gage market can return to normalcy, 
declares H. A. Drake, Jr., of Liberty 
National Life Insurance Company, 
Birmingham. He says: 


“What is ahead for the mortgage 
business in 1952? That question can’t 
be answered accurately because under 
a controlled economy no one can 
guess what additional restrictions will 
be imposed. However, I have enough 
confidence in the ingenuity of the 
American people to believe there will 
be homes built during 1952 in suffi- 
cient number to meet the demand. I 
doubt that 800,000 new living units 
will be required in 1952 even though 
built if slum 
clearance and low rental units are in- 


this number may be 


cluded in the count. 

“Shortages and restrictions of the 
use of materials will hold back build- 
ing. Investors will be more selective 
in purchasing mortgages since they 
still have a big backlog of commit- 
ments outstanding. The percentage 
of life insurance companies’ assets in- 
vested in mortgage loans is at a 15 
year high. Heavy plant expenditures, 
inventory accumulations and high 
taxes have continued to weaken the 
liquid position of industrial corpora- 
tions. Therefore, the large working 
capital needs at the present price 
levels indicates that industry will re- 
quire a heavy volume of financing 
1952. Many public housing 
authorities will require additional fi- 
nancing for the completion of their 
building programs and the federal 
government will continue its policy of 
deficit financing. 


during 


“This leads me to believe that the 
mortgage market must be competitive 
and interest rates permitted to seek 
their own level, if private capital is 
to be available for this type invest- 
ment. 
number one 
enemy. The Federal Reserve System 
has taken the most realistic stand to- 
ward curbing inflation and by with- 
drawing its support from the U. S. 
Government bond market in March, 
1951, has permitted that market to 
be more or less governed by the laws 


“Inflation is our 


of supply and demand. The corporate 
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Most Serious Problem of 1952 Will Be 
a Carry-over from 1951—Inflation 


bond market has followed the same 
pattern. 

“The maximum interest rate per- 
mitted on guaranteed and insured 
mortgages should be raised so that the 
mortgage market could also return to 
normalcy and be governed by the 
laws of supply and demand as are 
other segments of our economy.” 


No life company official seems to 
think too much of the prospects for 
VA loans and not too much for FHA 
loans under the competitive invest- 
ment conditions that are likely to pre- 
vail in 1952—and among these is 
B. G. Harrison, vice president and 
treasurer of The Franklin Life In- 
surance Company, Springfield. He 


says: 


“In attempting to project any pre- 
dictions as to what to expect for the 
mortgage market in 1952, I do so 
assuming that there will be no radical 
changes in the present inflationary 
economy or the defense effort. 

“We are familiar with the two main 
causes which have affected adversely 
the mortgage situation this past year 

. the removal of price support to 
Government bonds, and Government 
credit and building restrictions. These 
no doubt will remain during 1952, 
and could be a material factor in 
lowering the supply of mortgages 
available this coming year. 

“IT have in mind a few other 
thoughts which might affect the vol- 
ume of new mortgage business from 
the investor’s viewpoint. Over the 
past few years many institutional in- 
vestors have materially increased the 


ratio of their mortgage holdings . . . 
several to the point where they will 
probably level off at their present 
ratio. Also, I feel that the present 
net yield on GI and FHA mortgages 
will not appear as attractive as in 
the past, on account of the favorable 
increased yields now available in high- 
grade corporate securities. Although 
the insured mortgage will have an at- 
traction for the conservative investor, 
I don’t believe the yields on the in- 
sured mortgages are as attractive to 
the large investor as they have been. 

“Due to the change in the tax for- 
mula for life insurance companies, I 
believe they will become somewhat 
more net yield conscious in formulat- 
ing their investment program for 
1952. I feel that an opportunity exists 
at this time to improve the mortgage 
yields if correspondents would make a 
concerted effort to obtain most, if 
not all, of the origination fee from 
the borrower. If done, I feel sure it 
would have a favorable effect in stim- 
ulating a demand for mortgage in- 
vestments. 

“I am inclined to the opinion that 
there will be considerably more in- 
stitutional funds for investment in 
mortgages during the coming year 
than in 1951 providing the net yields 
are sufficiently attractive in compari- 
son with the investment market as 
a whole, and that a high percentage 
of conventional mortgages offered 
with attractive yields will find a fav- 
orable investment market during the 
coming year.” 


>> NOTED: FHA loans totaling 
over $200 million have been author- 
ized at Wherry Act projects near mili- 
tary installations scattered throughout 
25 states and providing homes for 
more than 25,000 military families. 
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At Magazine of Building’s Pension Fund Conference. The afternoon panel, left to right, Nathan Manilow, National Association of 


Home Builders, Chicago; George H. Dovenmuehle, Dovenmuehle, Inc., Chicago; John F. Austin, Jr., T. J. Bettes Company, Houston; 
W. A. Clarke, W. A. Clarke Mortgage Co., Philadelphia, panel moderator; Robert M. Morgan, Boston Five Cents Savings Bank; 
Wilfred Wottrich, Manufacturers Trust Company, New York; Roger F. Murray, Bankers Trust Company, New York; John J. Scully, 
Chase National Bank, New York; and L. Douglas Meredith, National Life Insurance Company of Vermont. Other panel members: 
Thomas P. Coogan, Housing Securities, Inc., New York; Roger Hackney, Johns-Manville Corp., New York; Harry Held, Bowery 


Savings Bank, New York; P. I. Prentice, editor and publisher, The 


Magazine of Building; and N. N. Wolfsohn, Eastern Mortgage 


Service Co., Philadelphia. Right photo, the morning speakers: P. I. Prentice; Samuel E. Neel, MBA Washington Counsel; MBA 
President Aubrey M. Costa; Dr. J. Philip Wernette, University of Michigan; James W. Rouse, The Moss-Rouse Company, Baltimore; 


and Maurice R. Massey, Jr., Peoples Bond and Mortgage Co., Philadelphia. 


THE PENSION FUNDS 


A New Market for Mortgages —Today and Tomorrow 


HE fastest growing accumulation 

of capital in the country is the 
pension fund. There is every indica- 
tion that pension funds will not only 
continue their present rate of growth 
but will speed up progressively as our 
population becomes “older,” as it is 
doing now. No social or economic 
fact today is more important than 
this universal desire for security, for 
protection against economic adversity 
after a normal work span of years has 
been passed. All of which partially 
explains why pension funds are the 
important influence they have become 
in American life. 

Pension funds are big investors to- 
day — but not in mortgages to any 
great extent. Why? Are there insur- 
mountable obstacles; and if there 
aren’t, then why shouldn’t pension 
funds constitute another market for 
mortgage loans? 

This set of facts and questions has 
occupied the thinking of many inside 
and outside the field of mortgage fi- 
nancing. They have speculated on 
this vast new market, why it couldn’t 
be opened to mortgages. 
there were obstacles which seemed 
difficult to overcome. Mortgages are 
“too much trouble.” Pension funds 
can do better in other media. Re- 
cently has been added “the yield 
isn’t enough.” 


Always 


As it has for many other aspects 
of mortgage financing, the Mortgage 
Crisis of 1951 highlighted a number 
of factors which have been important 
in considering pension fund invest- 
ments in mortgages. Money has been 
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tight. Normal needs have not been 
filled. 

But now, with the tremendous vol- 
ume of building and real estate fi- 
nancing ahead, will the traditional 
sources of mortgage funds be suffi- 
cient to meet the demand? Some 
have said no, that more sources of 
mortgage money will be needed. Why 
not pension funds? They want good 
investments — what’s better than the 
FHA insurance, what compares to 
the VA guarantee except government 
bonds, what’s better than the full 
faith and credit of the federal gov- 
ernment? 

Magazine of Building* decided 
that it was high time to get at this 
idea in a tangible way, and it did. 
Earlier, it had invited mortgage men 
and bankers and some pension fund 


*Mortgage men who aren't getting Magazine of 
Building should be. And if anyone's confused 
about changes in title, this will straighten them 
out. Most mortgage men knew Architectural Forum, 
published for many years and one of the respected 
leaders in its field. In 1932, it joined the Luce 
publications, now Time, Life and Fortune. In late 
1950, the name was changed to Magazine of Build- 
ing. This month the magazine has been split into 
two sections, House and Home and Architectural 
Forum. Mortgage men will need both editions and 
will find that the separation invites closer and 
easier reading. 


Highlights of what was said are reported below. 


managers to explore the idea. It was 
a small group but the groundwork 
was laid, basic principles and concep- 
tions were examined. What came out 
of it was the conclusion that here was 
something which builders, mortgage 
bankers and pension fund people 
ought to go into thoroughly. 

And so Magazine of Building 
conceived the idea of a Conference 
on Mortgages for Pension Funds, a 
meeting of mortgage men who sell 
mortgages, of pension fund officers 
who might well be investing in them, 
of corporation executives, of builders 
and others. November 28 at the 
Waldorf-Astoria in New York was 
the time and place. 

It was Magazine of Building’s 
show and a good one. More than 
250 were there for a day-long explo- 
ration of an idea that for the long- 
term holds great possibilities for the 
mortgage banking industry. 

Your editor was there to listen. To 
report what he heard isn’t easy be- 
cause what was said was quite differ- 
ent from what one encounters at the 
MBA meeting. Here was a 


usual 
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group of some of the nation’s most 
active mortgage lenders, men who do 
a substantial amount of the mortgage 
volume every year, who know the in- 
dustry inside and out. Over there 
was a group of pension fund officers 
from some of the largest industrial 
companies in the country, many of 
whom know comparatively little of 
mortgages, some practically nothing 
at all. And that isn’t strange. Most 
of them have never been sold on 
mortgages because no mortgage man 
has ever tried to do the selling. 

So, the discussion came down sev- 
eral levels from that heard at MBA 
meetings. The first session’s speakers 
sought to explain the mortgage busi- 
ness as it is today—and they went at 
it in terms which readers of this pub- 
lication would consider elementary. 
The objective was to give the pension 
fund section a complete background 
of the business. 

P. I. Prentice, editor and publisher 
of Magazine of Building, said “We're 
here today for Mr. Pension Fund 
Officer to meet Mr. Mortgage Banker, 
for Mr. Mortgage Banker to meet 
Mr. Pension Fund Officer.” 

With the thought that mortgages 
for pension funds is important now 
and will be more so in the years 
ahead and that MBA members will 
become increasingly inquisitive about 
its possibilities, THe Mortcace 
BANKER will run through briefly the 
discussion at the Conference. Texts 
of the three opening addresses are 
available on request and later on a 
transcript of the forum discussion 
may be. In the meantime, here are 
some of the highlights from a com- 
mendable effort on the part of a pub- 
lication which is making a real con- 


tribution to mortgage lending and 
building. 
>> BIG MARKET: Convening in 


the Astor galley of the Waldorf-As- 
toria (Astor had a high regard for 
real estate as an investment), the 
Conference got underway with the 
talk of Mr. Prentice who painted a 
broad picture for the pension fund 
people of just what this building mar- 
ket represents. 

“Home building played the same 
prosperity role after World War II 
that the automobile industry played 
after the first World War. It’s bigger 
than the chemical industry, the tex- 
tile industry. There is no borrower 
who absorbs as much capital as the 
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home building industry—except the 
federal government. It’s the biggest 
single investment field for the life in- 
surance companies, the mutual sav- 
ings banks. And the invention that 
has made possible this new home 
building industry is government- 
sponsored mortgage financing.” 
(Clang! Clang! Clang! New York’s 
first all-out air raid drill begins but 
the Conference goes on) 


>> INFLATION - DEFLATION: 
Then, for a background of economic 
conditions which influence mortgage 
lending and the general economy, 
Dr. J. Philip Wernette, professor of 
business administration at the Uni- 
versity of Michigan, said: 

“Unless we encounter some new 
war scare, or some new incident 
occurs on the world level, private 
spending in 1952 is likely to be steady 
to firm. We must dismiss the idea of 
runaway inflation now. It won’t hap- 
pen. Anyway, the menace of inflation 
has been greatly exaggerated. We 
aren’t spending ourselves into bank- 
ruptcy... 

“This nation is a growing country. 
It will grow about 12 per cent per 
decade and per capita income is 
going to rise about 20 per cent per 
decade. We need all sorts of new 
buildings in this country . . . lots of 
commercial and industrial construc- 
tion. Hotels are very short in many 
places. .. . 

“Output per man hour is always 
the secret to a rise in our standard 
of living. It’s twice now what it was 
40 years ago on the farm .. . and it’s 
all due to the ‘divine discontent’ of 
our people. 

“Our long run problem is deflation 

. in the next 50 years we must find 
markets for four times the goods we 


” 


are selling now ... 


>> EXPOSURE: Said MBA Presi- 
dent Aubrey M. Costa: “We’re here 
today to expose you pension fund 
officers to the mortgage banking in- 
dustry—and to mortgages. The ex- 
panding need for money is very great. 
We think there are great opportuni- 
ties for you in our field. The return 
you will get will be commensurate 
with your other investments. You 
will have minimum trouble and you 
will get maximum safety . . .” 


>> HISTORICAL: The history and 
development of the mortgage indus- 
try, what it was a quarter century 
ago and its pattern and form today 
was described by Washington Coun- 
sel Samuel E. Neel. 

“The typical mortgage banking in- 
stitution is a well-settled and respect- 
able member of the business commu- 
nity. To my knowledge, out of a 
total membership which now com- 
prises approximately 1,700, there has 
not been a single occasion in the past 
ten years where a financial institution 
represented by a mortgage banker 
who is or was a member of our Asso- 
ciation, has suffered any financial loss 
through the bankruptcy, negligence, 
etc. of the mortgage banker. These 
institutions are technically competent 
and financially responsible and merit 
your confidence.” 


>> U.S. IN MORTGAGES: What 
the FHA insured mortgage system 
and the VA guaranteed loan repre- 
sent in the industry and what the 
government’s role means was told by 
Maurice M. Massey, Jr., president, 
Peoples Bond and Mortgage Co., 
Philadelphia. The attractiveness of 
FHAs and VAs as investments was 
told by James W. Rouse, president, 


The Moss-Rouse Company, Balti- 
more (see next page). 
“Prudent investors, such as the 
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| bgpathd it fair to say that what we 

are asking you (pension fund 
officers) to consider is a form of 
investment that carries as its un- 
derlying guarantee the full faith 
and credit of the U. S. Govern- 
ment; which has an additional se- 
curity, a house and lot with a value 
in excess of the mortgage; on 
which you will experience an av- 
erage term of less than 10 years 
and which produces a yield, after 
all expenses, of 3% to 3% per 
cent? 

Consider this investment in com- 
parison with others which compete 
for your funds. 

In Comparison with Stocks, you 
have the protection of a govern- 
ment guarantee. Although it is 
true that the income is not as high 
as is obtainable on high-grade 
stocks, it is also true that the in- 
come is constant rather than being 
high in good business years and 
lower in poor business years. 

Such a portfolio of mortgages 
does not require careful watching 
and supervision but produces its 
own storm signals in the form of 
delinquency for which there is a 
swift and sure correction by exer- 
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FHAs and Gls Are Good Investments for Pension Funds 


By JAMES W. ROUSE 


President, The Moss-Rouse Company, Baltimore 


cising the rights under the guar- 
anty or insurance contract. 

The built-in liquidity feature as- 
sures a continuing stream of funds 
for re-investment and makes it un- 
necessary to go into the market to 
shift into other forms of invest- 
ment which might, at a later date, 
prove more attractive. 

In Comparison with High-Grade 
Corporate Bonds, first, there is the 
additional protection of a govern- 
ment guaranty plus the real estate 
security. Secondly, there is a yield 
after all expenses of 3% to 34% per 
cent. Third, there is an average 
term of less than 10 years. Fourth, 
there is the deflation hedge of cash 
or government debentures in the 
event of wholesale defaults as well 
as the protection of rapid repay- 
ment. 

In Comparison with Govern- 
ments, it would seem that these 
mortgages have their greatest ap- 
peal. The basic security in each 
case is the credit of the U. S. but 
on these mortgages the return is 
3% to 3% per cent and the term 
is less than 10 years. In the recent 
sudden swing in government bonds, 
many savings banks which were 


forced to sell governments to ful- 
fill their mortgage commitments 
made up their losses on govern- 
ment bonds out of the extra re- 3 
serves which they were carrying 
in their mortgage accounts. ‘ 
You must sell long-term govern- 
ments in order to shift out of them, 
but as any insurance company will 
tell you, you only have to stop 
making mortgages and the shift 
away is quick and certain as the { 
rapid repayment asserts itself. 
Those of us who are on the fir- 
ing line of the mortgage business 
making and marketing guaranteed 
and insured mortgages have no 
doubt that over the long pull the 
pension trusts will be in the mort- 
gage field with both feet in the 
same manner and for the same 
reasons that the life insurance { 
companies and the savings banks « 
find themselves there. If you are 
going to be competing for mort- 
gages anyway, a few months or 
years from now, there are very spe- 
cial and very valid reasons to {| 
justify our asking that you give it 2 
your most thorough consideration 
right now. ; 
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largest life insurance companies, the 
largest savings and commercial banks, 
and other substantial lending institu- 
tions have found government guaran- 
teed loans a most desirable form of 
investment,” said Massey. “They have 
determined by experience that these 
loans are negotiable from one institu- 
tion to the other. Loss ratios have 
been virtually negligible and yields 
have been greater than any other 
form of government guaranteed in- 
vestment. Officers of pension funds 
and trusts would be similarily pru- 
dent to make available to their bene- 
ficiaries the higher yield arising from 
government guaranteed mortgages 
along with the safety and liquidity 
features inherent in this type of in- 
vestment.” 

N. N. Wolfsohn, Eastern Mortgage 
Service Company, Philadelphia, told 
the pension men what a modern 
servicing contract is, showed them 
that servicing a mortgage does not 


involve all the “trouble” they have 
apparently believed it does. 

Question (from pension fund offi- 
cer): Suppose I wanted to start in- 
vesting in mortgages, what would I 
do, how would I go about it? 

Answer (George H. Dovenmuehle, 
Dovenmuehle, Inc., Chicago: First, 


we would want to know about how 
much money you wanted to put into 
mortgages—but even before that we 
would want to sell you on Chicago, 
tell you the advantages of it, tell you 
all about it as a lending area. We 
would discuss with you the districts 
in which you might want to go— 
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we'd tell you of Illinois’ fore- 
closure laws. We'd want to know 
what credit you’d demand, what kind 
of delivery, we'd get every fact. Then 
we'd set out to make loans to your 

We would keep all the rc- 
Once a month we would send 
a check for principal and in- 
.. It could be made as simple 
as buying a million dollars of cor- 
porate bonds.” 


Question: Can pension funds in- 


yes, 


order 
ords 
you 
terest. . 


vest in sell-lease backs? 

Answer (Roger F. Murray, Bankers 
Trust Company, New York): Yes, it 
has been done but your return 
won’t be as good as from FHAs and 
Gls. 

Question: 
costs run? 

Answer (Harry Held, Bowery Sav- 
ings Bank, New York): Ours run one 
eighth of | per cent; if you have 
only 10,000 loans it can go up to a 
sixth... . 


Answer 


What do office 


home 


Richard Hurd, Teachers 
Insurance and Annuity Association, 
New York): Our portfolio $175.- 
000,000 in mortgages of which $140,- 
000,000 is in FHAs—is down to one 
twenty-fifth of | per cent... . 

Question: How do I go about buy- 
ing? 

Answer (Robert M. Morgan, Bos- 
ton Five Cents Savings Bank): Buy 
mortgages like you buy any other 
securities make buying an arm of 
your business operation. First look to 
the FHA insurance and the VA guar- 
consider whom you 


with—and I think 


generally speaking you will be deal- 


antee. Second, 


will do business 
ing with approved mortgagees. 
Question: What about the bigger 
loans? 
Answer (Maurice M. Massey, Jr.) : 
probably $200,000,000 of 
project loans available now for sale 


There are 


in hands of construction lenders. 
(Milton T. MacDonald, 
Trust Company of New Jersey) : The 
average project loan is around $1,- 
000,000. You get low overhead and 
low servicing costs. They're fine in- 
vestments for the new investor—in 
my opinion the best of FHA. 
Comment (W. P. Atkinson, presi- 


Comment 


dent, National Association of Home 
Builders): It’s a good omen to see 
men like Doug Meredith and Bob 


Morgan giving away their ‘trade se- 
it’s a good omen for better 
things to come. I’m greatly impressed 
by the frank and open discussion of 


crets’ . .. 
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MBA EVENTS IN 1952 











January 14-16: Washington Confer- 
ence, Hotel Mayflower, Washing- 
ton, D. C. 


January 29-31: Sixth annual Senior 
Executives Course sponsored by 
MBA with the Graduate School of 
Business Administration of New 
York University. 


February 14-15: Middle Western 
Mortgage Conference, Drake Hotel, 
Chicago. 

March 12: Regional 
Peabody, Memphis. 

March 14: Regional Clinic, Atlanta- 
Biltmore, Atlanta. 


Clinic, Hotel 


April 14-15: Eastern Mortgage Con- 
ference, Hotel Commodore, New 
York. 


April 29: Regional Clinic, New Wash- 
ington Hotel, Seattle. 


May 2: Regional Clinic, Hotel Bilt- 
more, Los Angeles. 


June 16-20: Fifth Annual Mortgage 
Banking Seminar, Northwestern 
University, Chicago. 


June 23-25: Second Advanced Mort- 
gage Banking Seminar, Northwest- 
ern University, Chicago. 


September 29-30 and October 1-2: 
39th Annual Convention, Conrad 
Hilton (Stevens) Hotel, Chicago. 


mortgages for pension funds and 
what it can mean to home building. 
[ think something good is going to 
out of all this. And to 
pension fund people, remember this: 


come you 


every dollar you invest in FHA and 
VA loans is a strike for private en- 
terprise. 

Question, for fourth time (Mod- 
erator W. A. Clarke): Again I’m 
going to ask someone, some pension 
fund officer preferably, to get up and 
take FHA loans apart, tell us why 
he thinks they’re unsuitable for pen- 
sion funds, why these funds ought to 
avoid them. I'd like to hear some 
one do that—so we can answer him 
. . . for the last time, we’re waiting 
to hear from that man... pause... . 
Well, I suppose no one is going to do 
rer 

Comment (Robert M. Morgan) : 
Now, to your pension fund people, 
might I sound a note of warning, 
a word of advice. When you go into 
mortgages, someone, some day will 
come along and say ‘I'll do the serv- 
icing for a quarter of one per cent!’ 
And he might do it—for a time, a 
brief time. Don’t be deceived. It 
takes a half of one per cent. You 
want to deal with reputable reliable 
people who will do a good job for 
you—in bad times and good and they 
can’t do it for any less (applause ). 

Question: Will we be looking at 
every loan? 

Answer (Moderator W. A. Clarke) : 
Some investors never look at a loan 
—they depend on the insurance and 
the guarantee. Some spot check. You 
won’t be seeing every loan of course. 
Your costs would rise. Keep in mind 
the FHA insurance you’re buying and 
the VA guarantee. 

Comment (Douglas Meredith, Na- 
tional Life Insurance Company, 
Montpelier): In the early days of 
FHA when we pioneered in buying 
FHAs, we did look at every one. 
But not for long. You are buying 
a guaranteed obligation. 




















MORTGAGE BUSINESS 


Interested in purchasing 
mortgage firm and servicing in 
Chicago area or within 100 miles. 


Write Box 239, Mortgage Bankers Association 
of America, 111 W. Washington St., Chicago 2, Ill. 
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MBA’S WASHINGTON CONFERENCE OPENS THIS MONTH; 
ALL MEMBERS REGARDLESS OF AGE MAY NOW ATTEND 


MBA’s 1952 addition to its pro- 
gram of meetings, our first Washing- 
ton Conference scheduled for January 
14-16, is off to a good start with regis- 
trations so far sufficient to success- 
fully launch this new activity. Or- 
ganized by our new Committee for 
Younger Men’s Activities, the Con- 
ference was originally designed with 
an eye on the younger men in the 
industry to provide them with a con- 
centrated three days of discussion and 
examination of everything that’s per- 
tinent about the roles of the federal 
agencies in the industry. 

Now it develops that there are 
many in member firms over the age 
limit of 35 specified in the announce- 
ment who are just as eager to attend. 
»> This is to announce that their 
registrations have been accepted and 
those over 35 from other member 
firms can also submit their applica- 
tions. It cannot be determined at 
this time how many will be accepted; 
consequently applications should be 
made promptly. 

This Washington Conference will 
bring together the largest group of 
top officials from the head offices of 
the federal agencies interested in 
mortgage lending and investing ever 
seen on one program anywhere. 
Everything that has to do with FHA, 
VA, the Federal Reserve, HHFA, 
NPA and other agencies that affect 
mortgages will be covered in the 
three days’ sessions. During one half 
day, those attending will call on their 
elected representatives in Congress, 
an innovation which should bring 
us closer to those who write and 
enact national legislation and provide 
an experience in good citizenship as 
well. 

As announced, the Conference 
speakers include Manly Fleischmann, 
National Production Authority Ad- 
ministrator, Raymond M. Foley, 
HHFA Administrator, Guy E. Noyes, 
director of the Federal Reserve Sys- 
tem’s division of the selective credit 
regulations, and Franklin D. Rich- 
ards, FHA Commissioner. 

VA speakers will include T. B. 
King, chief, loan guaranty section; 
T. J. Sweeney, assistant director; T. 
H. Hickey, chief, home loan division; 
C. I. Hopkins, chief, construction and 
valuation division; J. J. McEwan, as- 


sistant to the director; J. M. Dervan, 
attorney advisor; W. C. McClelland, 
chief, loan management division; P. 
N. Brownstein, chief, claims and liqui- 
dation division; G. R. Reynolds, 
property management division; and 
R. C. Colwell, chief, administrative 
controls division. 

Other FHA speakers will include 
Herbert C. Redman, Clyde L. Powell, 
Warren Lockwood and Curt C. Mack, 
assistant commissioners, and Burton 
C. Bovard, general counsel. 

HHFA speakers will include Mr. 
Foley and Neal J. Hardy, assistant 
administrator, division of plans and 
programs. Henry M. Heymann of 
NPA’s construction controls division 
will join Mr. Fleischmann in discuss- 
ing that agency’s operations. 

If you hadn’t planned to send any- 
one from your firm, you can still do 
so. Write the national office now. 
Registration fee is $25 per registrant. 
Write to Hotel Mayflower direct for 
hotel reservations. Plan to arrive 
Sunday night if you can. Our ac- 
commodations at the Mayflower pro- 
vide for that. 


1952 MBA-NYU COURSE 
TO EXAMINE LOAN FUNDS 


MBA members have just received 
the detailed program of the Associa- 
tion’s 1952 Senior Executives Course 
sponsored every January in coopera- 
tion with the graduate school of busi- 
ness administration of New York Uni- 
versity. This is the event which many 
of those fortunate enough to attend 
consistently say is the best activity the 
organization sponsors. It is designed 
purely as a high-level executives “re- 
treat” where those who attend can 
explore and study the principal eco- 
nomic trends which govern business 
activity today. Attendance is limited 
and members’ prompt attention to the 
official registration blank is urged. 

The program is as follows: 

Dinner, January 29: William C. 
Truppner, assistant administrator, De- 
fense Production Administration, 
speaker. 

Wednesday morning, January 30. 
NYU faculty members will discuss 
“Supply and Demand Reassert Them- 
selves in a Managed Economy.” Spe- 
cific topics are: 
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INSIDE MBA 


The Supply of Loanable Funds for 
Mortgages by Dr. Jules I. Bogen. 

Competing Demands for Institu- 
tional Funds by Prof. Raymond 
Rodgers. 

Wednesday afternoon, January 30, 
NYU faculty members will again 
share the rostrum. The line up is: 

The Impact of Credit Controls on 
the Mortgage Market by Dr. Marcus 
Nadler. 

Deficit Financing—Prospects and 
Consequences by Martin Gainsburgh. 

Outlook for Business Conditions by 
Dr. Jules Backman. 

The Secondary Market for Mort- 
gages by Dr. Sipa Heller. 

Dinner meeting, January 30— 
Topic is “An Appraisal of British 
Housing Experience.” Robert Dow- 
ling, president, City Investing Co., 
New York, speaker. 

Thursday morning, January 31. 
Theme is “Impact of Government on 
Mortgage Banking.” Topics and 
speakers are: 

The Government as Mortgage 
Buyer by John O’Connor, Equitable 
Life Assurance Society. 

The Government as Mortgage 
Lender by Louis J. Rub, East River 
Savings Bank, New York. 

The Government as Housing Owner 
by Dr. Herbert Dorau. 

Luncheon session: Mortgage Bank- 
ers’ Place in Our Economy in 1952 
by Dean G. Rowland Collins. 


>> FARM MORTGAGE: When 
Roy C. Johnson, chairman of the 
Farm Mortgage Committee this year, 
accepted the assignment he was de- 
termined to see what the Association 
might do in this section of the mort- 
gage industry that it. wasn’t doing 
now and see where it might create 
better lending conditions. But the 
answers weren't readily available; so 
his group set out to get them through 
an Association-wide survey. Mem- 
bers are being queried as to whether 
they close and service farm loans and 
if so, their approximate volume of 
loans and dollar amount and the vol- 
ume closed last year. If additional 
outlets for farm loans were available, 
“could you supply additional paper 
to net 4 to 4% per cent” was an- 
other question. Replies have been 
coming in and before long a compila- 
tion will be made to get a national 
picture. When actual results are 
known, the committee will know 
where to point its efforts. 
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A System for Increasing the Yield 
by Reducing the Servicing Cost 


By M. J. GREENE 
Controller, Southern Trust and Mortgage Company, Dallas 


HE current attitude of many in- 

stitutional investors that GI and 
FHA mortgages do not afford suffi- 
cient yield to compete favorably with 
other available 
types of invest- 
ment makes it nec- 
essary to find ways 
and means of in- 
creasing the yield 
to the point where 
this type of loan 
will again be de- 
sirable. Since the 
outlook for an in- 


ent reports and occasional field audits 

-complete duplication of records in 
the home office is not necessary ex- 
cept possibly in the case of small cor- 
respondents whose records the inves- 
tor does not consider to be entirely 
satisfactory. 

One step which most investors have 
taken in this direction has been in 
turning insurance policies and all at- 
tendant responsibility back to the cor- 
respondent. A larger step in eliminat- 


been made on the loans, and to fur- 
nish_the investor with figures needed 
on his statements. 

To fulfill these requirements, we 
have developed a system which we 
call the Master Control System, be- 
cause it is based on the maintenance 
by the correspondent of a Master 
Control Sheet (see below) for each 
rate and type of loan for each in- 
vestor. At the end of each month, 
a monthly report of activity—in real- 


M. J. Greene , er te : . 
crease in the gross ing duplication was taken by the ity, a summarization of the entries 
rate of interest is not too bright at the Bowery Savings Bank of New York on the Master Control Sheet—is pre- 
present time, the only avenue of ac- (Git. with the introduction of their pared for each control and forwarded 


complishing this objective is through 
the that are de- 
the gross interest 


reduction of costs 
ducted 


collected. 


trom 


An investor in 4 per cent GI mort- 
gages will normally pay fifty points 
Ye per cent) servicing fee to his 
correspondents and figure an addi- 
tional twenty-five to forty point home 
office servicing and accounting cost, 
leaving a net yield of from 3.10 to 
3.25 per cent. The irony of this situ- 
ation lies in the fact that virtually all 
of the office absolute 


duplication of functions for which the 


home cost is 


correspondents are being paid servic- 


ing fees. Certainly an investor must 


have adequate control over his loans 
but adequate control can be obtained 
through properly devised correspond- 


“Single Debit System” of accounting.* 
This system is an excellent one and 
has been operated successfully for al- 
most a year, but it does have one dis- 
advantage in that it requires the 
maintenance and reconciliation, at 
the home office of the investor, of a 
Our 
firm sought to devise a system where- 
in the investor could keep only one 
simple control for each type of loan, 
and shift to the correspondent the 
entire burden of record-keeping and 
reconciliation. Such a system would 
obviously require additional reports 
from the correspondent to assure the 
investor that proper accounting had 


complicated series of controls. 


Described by Frederick W. Cordes at the San 
Francisco Convention. Copies are available with- 
out charge at the National office 


to the investor (next page). Also at 
the end of each month, all delinquent 
and prepaid loans are listed on a 
schedule showing the name, loan 
number, interest due and principal 
due. The excess of delinquent inter- 
est over prepaid interest as scheduled 
must agree with the balance of the 
INTEREST DUE account on the 
Master Control sheet. Similarly, the 
excess of delinquent principal over 
prepaid principal as scheduled must 
agree with the balance of the PRIN- 
CIPAL DUE account on the Master 
Control sheet. Supporting schedules 
are maintained by the correspondent 
to back up the “New loans _pur- 
chased” and “Loans paid in full” en- 
tries on the Master Control sheet. 
The additional work which the cor- 
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respondent performs in preparing the 
Master Control schedule, monthly ac- 
tivity reports, and schedules of de- 
linquent and prepaid loans, as well 
as the job of reconciling any differ- 
ences between the delinquent and 
prepaid schedules and the Master 
Control sheet should not cost the cor- 
respondent more than an average of 
approximately ten points. Assuming 
the balance of an investor’s home 
office expense is five points, the re- 
imbursement to the correspondent 
would make a total home office ex- 
pense of fifteen points as compared 
te from twenty-five to forty at present. 

Returning to our yield figures, we 
have now increased the yield on GI 
loans from the 3.10-3.25 bracket to 
a 3.35 figure which should be of con- 
siderable more interest to investors. 
We have furnished our investor, in 
capsule form on the monthly report 
of activity, a complete review of ev- 
erything that has occurred during the 
month, together with a statement of 
the accrued interest and past due 
principal due him as of the end of 
the month. We have, incidentally, 
produced an additional check on the 
accuracy of the day-by-day work of 
the accounting clerks who have been 
distributing and posting the payments 
during the month. In fact, the bal- 
ancing required for the monthly re- 
port of activity leaves absolutely no 
possibility for errors in distribution 
or posting to go undetected. While 
the investor has given up his detail 
records, this detail is always available 
to him at the correspondent’s office 
and the accuracy can be checked from 
time to time by the field auditors on 
their periodic Annually, or 
semi-annually if the investor desires, 
the detailed ledger records can be 
microfilmed by the correspondent and 
sent to the investor for his files. 

In view of the fact that this plan 
requires a separate Master Control 
sheet for each type and rate of loan, 
it is most adaptable for GI and FHA 
loans where interest rates and servic- 
ing fees are more fixed. It can also 
be used for large groups of conven- 
tional loans bearing the same interest 
rates and. servicing allowances. 

One point that should be kept in 
mind by any correspondents or in- 
vestors who are contemplating a plan 
of this nature is that the direct bene- 
fits will accrue to the investor. There 
is, of course, an indirect benefit to 
the correspondents in that the higher 


visits. 


yield afforded makes the loans more 
attractive to investors but, in the 
main, the system will involve only 
additional work and expense to them. 
Inasmuch as the savings which this 
system can mean to an investor will 
range from twenty to thirty-five 
points, there should be no objection 
on the investor’s part to reimbursing 
the correspondent for his additional 
expense. 

A detailed outline of the Master 
Control System will be furnished to 
any investor who believes he can put 
it to use. The savings made possible 
by it are far too great to be over- 
looked. 

Copies of this System available at 
the MBA national office without 
charge. 





If you have an idea. about 
mortgage loan servicing, some 
new system developed within 
your organization or a servicing 
project now underway, you are 
invited to present it in this de- 
partment. This is a clearing 
house for servicing ideas. Any- 
thing that’s new or different in 
servicing or promises a more 
economical or efficient opera- 
tion, is material for presentation 
here. Write William I. De Hus- 
zar, 135 South La Salle Street, 
Chicago, about your idea or, if 
you prefer, submit it in article 
form. 
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Interiors of the new offices of W. R. Johnston & Co., Inc., Oklahoma City, with emphasis on more office privacy (layout below). 


What’s New in 
NEW MORTGAGE OFFICES 


We go to Oklahoma City and Seattle to look in on new quarters 
in this series on new ideas in modern mortgage office design 


Be SCARDL ESS of how good the 


mortgage business is or is not, one 


thing is certain: these new offices 
over the country where the mortgage 
business is transacted look mighty 


good. In this series of articles on 
modern office design, we’ve looked in 
on many of these offices coast 
to coast. Some were in new buildings 
constructed especially for a mortgage 
operation. Others were in remodeled 
quarters with efficiency enhanced in 


new 


cials could see just how any specific 
arrangement would work out. After 
much shuffling about and rearrange- 
ment, a final plan was adopted. 

This mortgage company office plan 
runs counter to the trend of getting 
from the central business dis- 
trict and of having the whole office 
thrown together in one large space. 
It stayed right downtown and, after 
working in two large rooms for a 
number of years (with only two pri- 


away 


some departments could be put in 
separate rooms and other depart- 
ment heads could have semi-private 
offices where concentration on work 
would be easier. 


Another reason for the semi-private 
offices was to give those people who 
deal with the intimate business prob- 
lems of customers and employees, 
enough privacy to instill confidence 
and to minimize the noise from office 





















































































the process. We've noted a trend in vate executive offices), it was de- machines during the transaction of 
many places for mortgage firms to cided efficiency would be highest if business. 
get away from the central areas; in 
others, we noted a firm determination | 
to stay right in the center of princi- siimaes | com. oninniens ——T COFFEE 
pal business activity. Some firms have orrice noou orrice MATL ROOM SHOP 
plumped for ground floor locations; Homes 
others have remained in upper floors. | anceps 2 
Differences and variations were seen 9 EXBCUTIVE — - 
everywhere according to needs and 7 STENOGRAPHERS | heii 
tastes; but one thing is general: all cuoarfe exene —_——ait 5 
we’ve looked at have been modern orrices = | 
and up to date. This month let’s ] a saps 
look in on two more. saenfumse hee | - : 

— 
>> OKLAHOMA CITY: Out in | msc —— enteares 
Oklahoma City, W. R. Johnston & a — —{ 
Co., Inc., have moved into new quar- | ™*57*R/# sera k ><) ee 
ters on the fifth floor of the Apco _ oats SANA sadn jt 
Tower. Planning on this one started oa eum Loan AN : 
well over a year ago. Small wooden a DEPARTMENT INSURANCE DEPARTMENT 
furniture models were built to a quar- 
ter inch scale so they could be moved ——— . sal 
easily on a map of the same scale Punsomnfi ee jenieeme 
dimensions. With these models, offi- DEPARTRNT 
30 EXECUTIVE Tha a maid 

orrice | | 
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Employees and customers got equal 
consideration in planning for the 
Since the traffic to the cash- 
great, it was 


move. 
ier’s department is 
placed near the front door of the main 
office. Other departments that have 
a number of customers were made 
easily accessible. 

Departments whose work is closely 
allied were placed near each other. 
For instance, application and closing 
departments; cashiers and collection 
departments; transfer-repay depart- 
ment and central filing. Other de- 
partments that could work more or 
less independently of each other, and 
of the main office, were given loca- 
tions with separate entrances to their 
rooms. These include the addresso- 
graph-mail department; Title I de- 
partment; insurance service depart- 
ment; bookkeeping department; 
coffee room; storage room; ladies’ 
lounge; attorneys; and an affiliated 
company, Johnston Brothers Real 
Estate and Insurance Agency. 

The new offices have been occu- 
pied only a few months, but there is 
a definite increase in efficiency and 
cooperation, and an equal decrease in 
disturbance and wasted time. Out of 
a total personnel of 102, there are 
74 on this one floor. The remainder 
work at outlying field offices. The 
branch office in Tulsa employs 17. 
About 15,000 loans are serviced rep- 
resenting approximately $80 million. 


>> SEATTLE: And out in Seattle is 
another new home for a mortgage 
company that’s quite impressive. It’s 
the new quarters of White & Bollard, 
Inc. and was designed and built for 
the firm’s own use. Here again we see 
one trend emphasized: getting away 
from the central area. The building 


is 60 by 108 feet on a corner lot with 
a parking space of the same size right 
alongside. Exterior is Wilkinson sand- 
stone, a natural gray stone with some 
brown and black coloring. It’s built 
of reinforced concrete with aluminum 
sash and doors and a flat built-up 
roof. 

Inside, the floor is a dark marble 
type tile with bottle green walls, char- 
treuse ceiling and bamboo stick draw 
drapes. Interior woodwork is bleached 
walnut and the counters are finished 
with heavy black linoleum. The main 
office has tube lights recessed into the 
ceiling. The building is heated by 
a combination of radiant heat in the 
concrete floor, hot water wall con- 
vectors warm or cool air from a large 
ventilating fan which changes the air 
six times an hour through the large 
anemostats in the ceiling. 

This new building provides twice 
the space that the firm had in the 
former quarters and is being utilized 
to develop more active real estate and 
property management departments. 

“The additional space has made 














Interior and exterior of new office of White & Bollard, Inc., Seattle with emphasis on expansive “open” arrangement (layout below). 


our office much more efficient and we 
are able to give our customers better 
service,” according to V. V. Brice, 
executive vice president. 

The new building is five blocks 
north of Bon Marche, a leading de- 
partment store in an area known as 


the Denny re-grade. Many business 
offices have moved to this area during 
the last three years. 

“We feel that providing a private 
parking area for our customers has 
more than off-set any inconvenience 
that might have been caused by our 
being a short distance out of the busi- 
ness center. Many of our customers 
are building contractors for whom 
we are making construction loans. 
They are able to drive into our park- 
ing lot and transact their business and 
be away in a very few minutes,. Be- 
fore, they frequently spent an hour or 
more looking for a parking space in 
the downtown area. Many real estate 
brokers drive their customers into our 
adjacent parking lot and quickly ar- 
range financing on real estate loans,” 


said Mr. Brice. 




















































INFLATION 
Has Been Halted ... for Now 


We reversed the trend last March but the 
pressures which caused it will be back 


ISTORY will undoubtedly record 

last March’s reversal of the in- 
flationary trend as capitalism's bright- 
The Russians, with shortages 
of consumer goods 
necessary to sup- 
port even their 
very low standard 
of living — to say 
nothing of their 
almost complete 
lack of consumer 
durable goods— 
should ponder this 
“made in Amer- 
economic 


est hour. 





Raymond Rodgers 


ica’’ 
miracle. 

Che implications are so staggering 
that they should give the Russians 
pause in their demoniac dream of 
world domination. Certainly, the im- 
plications could hardly be more re- 
assuring to the peoples of the free 
world, as no one could have expected 
that America could carry on the war 
in Korea, rearm for defense, aid 
the free maintain the highest 
standard of living in history, and, at 
the same time, much 
goods that inventories could be built 
up to such high levels that an “in- 
could result. 


world, 


produce so 


ventory recession” 


By RAYMOND RODGERS 


To really comprehend the utterly 


fantastic character of this achieve- 
ment of the American economy 
which we have seen, it is necessary 


to look back of last spring. We can 
quickly see that from the first quarter 
of 1950 to the second quarter of 
1951, our economy, in addition to its 
“normal” load, carried a boom of 
some $65 billion, made up of in- 
creases in the following factors: 
Increases 
In Billions ) 
Defense Spending 
Other Government Spending 2 
Personal Consumption 
Foreign Investment ........ 2 
Capital Expenditures (plant 

and equipment) 
Inventory Investment ...... 14 

Naturally this $65 billion increase 

-note that only $18 billion came 
from rearmament spending — caused 
a sharp upward trend in practically 
all economic factors. 

What happened to stop the up- 
ward trend last spring? The answer: 
Consumers regained their faith in 
American capacity to produce! While 


the Federal budget cash surplus of 
$7.5 billion, the various credit restric- 
tion measures such as Regulation W 
and X, the Voluntary Credit Re- 
straint program of lenders, particu- 
larly the commercial banks, and the 
removal of the fixed peg on govern- 
ment bonds, all contributed to the 
reversal, the main reason was the re- 
alization by consumers that the sup- 
ply of goods—even of consumer 
durable goods — would be adequate 
unless military pressures greatly in- 
creased. 

This belated recognition gave rise 
to a paradox unparalled in modern 
economic history: In the face of 
sharply rising consumer income, con- 
sumer purchases actually declined. 
More specifically, consumer income 
increased about $5 billion on an an- 
nual basis in the second quarter of 
1951 but consumer purchases de- 
clined some $6 billion. 

This paradox of increasing income 
and declining spending has continued 
up to the present. This development 
is of great significance to business as 
the trend can be reversed very quickly 








But that’s exactly what was done. 


SSS. REN Ee ne 

Anyone in the mortgage business can testify 
that last March was a rather im portant turning 
point in mortgage lending; but it may have been 
an even more important milestone in postwar 
America than we realized then or realize today. 
Raymond Rodgers, well known to the mortgage 
industry and respected for his economic views, 
concludes that last March marked the reversal in 
the inflationary trend. No, inflation hasn't been 
halted, he believes, and we can expect some more 
of the same in 1952; but the basic trend was 
reversed just about the time mortgage men were 
experiencing the first bewildering eferts of pulling 
the rug from under government bonds. 

Exactly what did happen last spring? In 
Rodgers’ reasoning, consumers regained their faith 
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in the American capacity to produce. That's what 
did it and the change occuring then is still with 
us. So let's re-trace the past nine months with 
Rodgers and see what happened and what it 
means for 1952. We should be able to get a better 
view of the broad economic panorama of events 
than we were in most of 1951. That's what he 
does here, takes prices, inventories, " gpeapetr 
spending, agriculture and taxes, one by one, and 
analyzes each to see what may now be logically 
expected in 1952. It has a bearing on the amount 
and kind of mortgage loan operations you'll be 
doing. And Mr. Rodgers knows quite a bit about 
our field as those who have heard him at our 
annual conventions and at our Senior Executives 
Course at New York University well remember. 
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if the military outlook worsens to the 
point where World War III appears 
unavoidable. 


In addition, of course, past savings 
can be called on. In fact, one of the 
greatest economic dangers of today 
is the extreme liquidity of the various 
forms of savings held by the Ameri- 
can people. Estimates of the purchas- 
ing power which might attempt to 
come to market overnight place the 
total above $200 billion, which gives 
an idea of the economic danger in- 
volved. Because of this unprecedented 
liquidity of past savings and the pos- 
sibility of a reversal of the present 
consumer saving trend, businessmen 
should watch the international situa- 
tion very carefully for clues as to fu- 
ture business conditions. 


The thing to keep in mind is that 
such developments will not only de- 
termine the level of government 
spending, they will powerfully affect 
consumer spending. 

Business inventories of more than 
$70 billion are a first class “head- 
ache” in many lines. But aren’t in- 
ventories always a “headache”? Can 
anyone remember a time when they 
weren’t too large or too small? The 
present situation is particularly ironic. 
Until last March, it was generally 
thought that the inventory problem 
throughout the defense build-up pe- 
riod would be “too little and too 
late!” But since then, the problem 
—even in consumer durable goods 
made out of scarce metals—has been, 
“too much and too early!” In fact, 
other than automobiles, which are 
somewhat less, the inventories of con- 
sumer durable goods are two to three 
times one year ago with the exception 
of television stocks which are around 
eight times the comparable 1950 
figure! 

While it is true that the National 
Production Authority plans further 
cutbacks of production in the early 
months of 1952, it is very easy to 
misunderstand the actual relation of 
these cutbacks to normal demand. 
For example, stoves, refrigerators, ra- 
dios and most household appliances 
have been cut back to 58 per cent of 
the pre-Korean rate, but that was a 
very high, in fact, an inflated rate. 
Or, take the steel quotas in the fourth 
quarter of 1951, ranging from 11 per 
cent for stores, garages and ware- 
houses, through 26 per cent for non- 
defense industries, 40 per cent for 


schools and hospitals, 43 per cent for 
roads and 59 per cent for oil to 100 
per cent for aluminum production 
facilities — these are percentages of 
the steel requested! 


On the agricultural front, with an 
overall production equal, or exceed- 
ing last year’s crop, which was the 
second highest on record, the prob- 
lem is also that of surpluses. With 
most of these totals, such as cotton, 
wheat and corn, we are all famil- 
iar. But it may be of interest to take 
a closer look at fats and oils, and 
cattle. 


NN 
. «» one thing is certain: this 
(tax) situation cannot continue 
inde finitely—it will break down 
of its own weight. A more sci- 
entific’ method of taxation and 
at least a little economy in gov- 
ernment are categorical impera- 
tives if American progress is 
not to die ‘a borning’.” 
—Raymond Rodgers 


ee 


In fats and oils, we face a serious 
over-supply. With 70 per cent cot- 
tonseed oil, a near record supply of 
soybean oil, and the second largest 
output of lard in our history, such a 
conclusion seems inescapable. 


As for beef, that economic prob- 
lem-child of the Washington plan- 
ners, the outlook is not so clear-cut, 
although powerful long-run factors 
are working in favor of the consumer. 
Most important of these factors, the 
cattle on farms will have increased 
from 84 million head at the begin- 
ning of this year to probably more 
than 90 million by the end of the 
year. This herd build-up of six mil- 
lion head has been one of the biggest 
supporting factors in the current high 
prices of beef, as approximately one- 
sixth of the 1951 production is being 
used for this purpose. If feed pro- 
duction continues heavy, and if cattle 
prices continue high, this herd build- 
up may continue to, say, 100 million 
head by 1954 or 1955, but inevitably 
the rate of growth will be slower than 
the six million of the current year. 

A weakening price structure would, 
of course, completely reverse this 
trend and beef would flood the mar- 
ket. In any event, a larger propor- 
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tion of production of larger herds 
may confidently be expected to come 
to market in the future. This is the 
first good news from the beef front 
that consumers have had for a long 
time. 


Prices, like inventories, are always 
a sore spot in the economy. There 
are always large groups dissatisfied 
with prices no matter what level pre- 
vails. While part of this dissatisfac- 
tion arises from debtor-creditor and 
producer-consumer relationships, a 
considerable part of it is caused by 
false impressions of price realities. 
The current belief that prices have 
skyrocketed since Korea Day is a 
good example of the fallacious no- 
tions that people often have on price 
behavior. 


Since the Korean involvement, con- 
sumers’ prices have increased only 
about 8 per cent and wholesale prices, 
after having increased 17 per cent, 
have declined 4 per cent, leaving a 
net increase of only 13 per cent and, 
while it is true that the very sensi- 
tive index of 28 important raw ma- 
terials, such as cotton, copper, wheat, 
etc., shot up 46 per cent, it later de- 
clined 17 per cent, leaving a net in- 
crease of only 29 per cent in the raw 
materials basic to the war effort. 


The inflation indicated by these 
increases, while substantial, is consid- 
erably less than is generally thought. 
But what is most important, since 
March of this year, agricultural 
prices, raw materials prices and 
wholesale prices slowly, but almost 
continuously, declined until October, 
when the trend apparently was re- 
versed. 


As for consumer prices (cost of 
living), although this group did not 
decline, as did the other categories, 
the increase in the consumer index 
since March has been of extremely 
modest proportions. 

Even though the inflationary trend 
was definitely reversed last March, 
that was but one victory in a con- 
tinuing battle. It was only a “for the 
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Man under 35, mortgage banking ex- 
perience in origination or sales. Growing 
L.I. bank. Excellent opportunity for right 
man. Write stating experience and salary 
required. Write 238, Mortgage Bankers 
Association of America, 111 W. Washing- 
ton St., Chicago 2, Ill. 
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time being” proposition. As the 
higher October prices indicate, the 
danger of inflation has by no means 
Increasing inflation- 
ary the months ahead 
present new dangers which must be 
carefully watched and combated by 


been eliminated. 
pressures in 


every measure possible 
Any estimate of the 
give due regard to the impact of 
taxes, as they have become so heavy 
that they have a great effect on busi- 
ness developments. In 1950, Federal, 
State and local taxes rose to the enor- 
mous total of $54,676,000,000. Since 
then, Federal taxes have been sharply 
increased, and indicative of what we 
may expect from Washington in the 
future. Elmer B. Staats, Assistant 
Budget Director, testified the other 
day that in fiscal 1953 Federal Bud- 
get expenditures alone would mount 
to between $80 and $90 billion. He 
said that even after the completion 
of the rearmament program, Defense 
Department expenditures of $40 bil- 
lion a year should be anticipated! 


future must 


Crushing Tax Burden 


Too heavy reliance of the Federal 
Government on the 
the production of such enormous rev- 


income tax for 
enues has created a dangerous fiscal 
situation. For example, in Canada 
and Great Britain income taxes, as a 
whole, account for about half of the 
total but in America, in- 
come taxes, which produced only 42 
per cent of Federal revenue in 1939, 


revenue ; 


are expected to produce 83 per cent 


of the total in fiscal 1951-1952! 


Personal income taxes have reached 
such high levels that if the government 
taxed at a 100 per cent rate expro- 
the remaining indi- 
vidual income of people earning 
above $10,000 a year, the yield would 
amount to only $3.5 billion, accord- 
ing to if they 
taxed at 100 per cent all such income 
above $25,000 a year, the yield would 
be less than $1 billion! 


priated) all of 


Professor Lutz*: or, 


Corporate income taxes have be- 
come just as onerous, and just as un- 
fair. Thus, in the ten-year period 
1942-1950, inclusive, corporate profits 
of $264 distributed as 
follows: Federal, State and local in- 
come and excess profits taxes, $122 
billion, or 46 per cent; retained as 


billion were 


*See Tur Moarosce Banker for December 1951. 
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working capital, $82 billion (of which 
$21 billion was inventory apprecia- 
tion and not actual profit); and 
stockholders’ dividends, $60 billion, 
or 22.7 per cent of the total. Thus, 
on a gross basis, government took out 
of corporate industry, largely via the 
income tax route, more than twice as 
much as the stockholders who had 
the dubious distinction of “owning” 
the enterprises! 

But this is not the whole story, it 
does not include the double taxation 
which the stockholders must pay via 
their own personal income tax return 
when they report the income received 
on the shares. Using the very con- 
servative assumption that such stock- 
holders paid an average rate of 30 
per cent on the $60 billion received, 
it is reasonable to conclude that the 
government received an additional 
$18 billion in revenue. Subtracting 
this $18 billion from the $60 billion 
received by the stockholders and add- 
ing it to the $122 billion paid directly 
by the corporations, the total for the 
owners becomes $42 billion, and for 
the government $140 billion, or nearly 
3¥q times as much, and since then, 
taxes have been greatly increased! 

Now, add to this the warping, dead- 
ening, wasteful effects on business of 
the excess profits tax, and the urgent, 
emergent revision 
cannot be denied by any honest, fair- 
minded person. 


yes, need for tax 


In any event, one thing is certain: 
this situation cannot continue indefi- 
nitely—it will break down of its own 
weight. A more scientific method of 
taxation and at least a little economy 
in government are categorical imper- 
itives if American progress is not to 
die “a borning!” 

In the coming months the business 
pattern will be characterized by 
widely divergent trends because the 
rearmament effort with its increasing 
billions of expenditures will assume 
growing importance in the economy. 
Those producing defense materials 
and durable goods will have an in- 
creasing problem of shortages of 
metals and other commodities and 
thus will face stricter allocations and 
more and more government controls 
and assistance, if they are to maintain 
full production. In sharp contrast, 
however, to the feverish activity in the 
defense and durable goods sector, soft 
goods producers may expect keen 
competition. 


Many businessmen in the field are 
relying too heavily on the hope that 
the decline in the output of consumer 
durable goods will cause a spilling 
over of the rising disposable income 
of our people into the soft goods 
field. Although this will happen, and 
business will improve, three facts 
should be kept in mind: 


>> Inventories in the hands of con- 
sumers are large. 


>> Productivity capacity in the soft 
goods field has been greatly increased. 


>> Only an insignificant part of the 
total output of soft goods will be 
diverted to the defense effort. 


Buyer's Market 


Looking a little further ahead, once 
the rearmament program is complete, 
both durable and non-durable goods 
will face buyers’ market with compe- 
tition keener than ever before. This 
will be the inevitable consequence of 
the great expansion of productive ca- 
pacity in World War II and the $109 
billion of plant and equipment which 
business has added since the end of 
that war. Remember, this great pro- 
ductive capacity checked inflation last 
March; don’t underestimate it in 
looking ahead! 


On the assumption that all-out war 
will not materialize, my conclusions 
are: 


>> Production checked inflation last 
Spring but inflationary pressures will 
continue to mount in the coming 
months. The extent to which they 
will be kept in check will depend on 
what is done about the forthcoming 
wage demands and the amount of 
any new Treasury borrowing placed 
in the banks. 


>> Inventories are too large, but 
growing defense payrolls and increas- 
ing cutbacks in production of con- 
sumer durable goods will solve the 
problem in most lines. 


>> Prices of commodities in the 
months ahead should, in general, be 
stable, or even tend to decline, un- 
less, of course, another buying panic 
materializes. 

»> Too heavy reliance on the income 
tax as a source of revenue endangers 
the fiscal stability of the government 
and damages the economy because it 
is unfair and destroys initiative. 
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OPERATION MEMBERSHIP 


The plan of attack in 1952 for a larger 
and more influential membership of MBA 


669,* VERY member gets a member 

in 1952” is a: good slogan to 
follow this year. As a goal, it could 
be MBA’s most 
important accom- 
plishment of the 
year. Membership 
has grown rapidly 
this past ten years 
and today stands 
at nearly 1,700. 
Conceivably, it 
could be 3,000, 
5,000 or even 10,- 
000—and might 
even larger. Conceivably every 
commercial and mutual savings bank 
in the country with an interest in 
mortgage loans is a potential member. 
The same might be said for every title 
company, every life company and 
every fraternal institution. And of 
course every correspondent. There’s 
almost no limit to the number of 
MBA prospects. Problem is to get 
them acquainted with the Association, 
its objectives and its work, so they'll 
appreciate its value. 





John C. Hall 


be 


More detailed attention to increas- 
ing our membership on the part of 
every member is a much desired goal 
by President Aubrey M. Costa and 
Membership Chairman John C. Hall. 


They believe that if every member 
would set a quota of securing one new 
member, this year we would make the 
greatest progress we have ever known. 

Few members realize that the one 
proven best way to secure a new mem- 
ber is personal contact—what a mem- 
ber personally tells one who isn’t a 
member; that is, outlining the advan- 
tages he has experienced and why he 
thinks the non-member ought to af- 
filiate. Nothing else—no type of pro- 
motion campaign, no degree of cir- 
cularization—is quite as effective as 
this. 

So, in 1952, your Association would 
like very much to enlist some assist- 
ance for its Membership Committee 
in making a comprehensive canvass 
of the potential members and com- 
plete a really effective job of rounding 
out the classifications which make up 
the Association. 


And to start, do you know the differ- 
ent MBA membership classifications? 
Every member knew them when he 
joined, but as a refresher, here they 
are: 

REGULAR MEMBERS: (A) 
Mortgage bankers, individual and 
corporate, whose principal business, or 
an important part of it, is the orig- 


ination, financing, closing, selling, and 
servicing of mortgage loans on real 
estate; (B) Life, fire and casualty in- 
surance companies; (C) Commercial 
and savings banks and trust compa- 
nies; (D) Abstract and title insurance 
companies. Annual dues: $75 for 
members servicing or holding less than 
$4,000,000 of loans; for firms with 
loans in excess of that, dues are $120 
annually. 


LIMITED MEMBERS (A) Per- 
sons, firms or corporations eligible for 
regular membership but who do not 
desire to vote or hold office; (B) Per- 
sons, firms or corporations whose 
principal business is that of mortgage 
broker, the term broker, being defined 
as one who acts as broker between 
an originating mortgage loan corre- 
spondent and an investor in mort- 
gages, but who does not service mort- 
gage loans or purchase them for his 
own portfolio. Limited membership 
carries no voting or office holding 
privilege. Dues are the same as for 
the regular membership. The mort- 
gage broker’s dues are $75 annually 
for mortgage sales less than $4,000,- 
000 and $120 annual dues for sales 
above that figure. 


ASSOCIATE MEMBERS: (A) 





EVERY MEMBER’S ASSISTANCE IS NEEDED 


MBA membership stands at an 
all time high because of the splen- 
did job which the Membership 
Committee did last year under 
Brown Whatley’s leadership and 


bership by admitting new members 
who are ELIGIBLE and QUALI- 
FIED is desirable. Your Associa- 
tion becomes more influential and 
can do more for its members. 
Consequently, I am appealing to 
the entire membership to help us 
continue our growth by obtaining 


applications from ELIGIBLE and 
QUALIFIED organizations who 
are not presently members. It ap- 
pears prudent during this year for 
active solicitation of new members 
to be from the following: (1) 
Correspondents for life insurance 
companies, banks or others who 
originate and service a reasonable 
volume of loans; (2) Life insur- 
ance companies; (3) Commercial 
and mutual savings banks; and 
(4) Title Insurance Companies. 
Practically all of our members 
represent life insurance companies 
and savings banks and do business 


almost daily with commercial 
banks and title companies. We 3 
hope, through these connections, 3 
our members will obtain many ac- 
ceptable applications. We mem- {| 
bers should keep in mind that all 3 
applications are subject to approval 
by the Qualifications Committee, $ 
the Officers and Board of Gover- 3 
nors. 

We need and will appreciate 
your help. Please let me know if 
there is anything the Chicago office 
or I can do to supplement your $ 
efforts. 

Joun C. Hari, Chairman, 
Membership Committee. 





oe 





the fine efforts of its predecessor 
committees. 
A continuing increase in mem- 
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Branch managers and employees of 
individuals or corporations holding 
membership; (B) Colleges 
and other educational institutions, 
trust funds, public or private invest- 
ment funds, and savings and loan as- 
No voting or holding of- 
fice privilege. Annual dues $50. 
With these in mind, you know who 
is eligible. Your MBA Directory tells 
you those who are already members; 
the others in your community are the 
Another easy way 
to discover prospects is compare 
MBA’s membership in your commu- 
nity with those in your local group, 
The 


local groups usually have some mem- 


regular 


sociations 


ones we're after. 


if you have such an association. 


bers we don’t. 

Every year the Association conducts 
a systematic membership campaign 
and in recent years it has gone on to 
new high records annually. This year’s 


has started on the same basis and 
with every reason to believe it will 
finish that way. Here are some of 


the features of it: 

State and city membership chair- 
men have been named in most com- 
munities where MBA is represented 
and others will be named. They are 
following a carefully worked out plan 
under the general direction of the na- 
tional membership chairman. These 
chairmen are all shown in the 1951-52 
Pocket Manual. Members should con- 
tact these chairmen for any sugges- 
tions or assistance in how to proceed. 

A new membership booklet is pub- 
lished every year, outlining the ad- 
MBA. The one for this 
condensed for 
Members will receive 


vantages ol 
year has been 
rapid reading. 
copies and they can have any addi- 
tional supply they desire by writing 
the national office. It emphasizes that 
by joining MBA the institution be- 
comes a part of the one and only 
organization in the country devoted 


\ 


easy, 
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MEMBERSHIP NOW 
This is how the various lending 
interests are represented in the 
Association at the present time: 


Mortgage companies .......1,103 
Commercial and mutual 

savings banks ....... 332 
Life Insurance companies... 120 
Title Companies ......... 81 


Savings and loan associations 42 


Fire insurance companies... 13 
PEE 0c hove vat etewus 3 
PEPE cc eveespauateube 1,694 











exclusively to mortgage lending and 
investing. It describes the comprehen- 
sive program of meetings which MBA 
sponsors — incidentally, no other or- 
ganization sponsors more. It tells the 
prestige advantages of being a mem- 
ber, of being affiliated with the ac- 
cepted national spokesman for those 
with an interest in mortgage loans. 
It describes our educational program, 
an activity of which any organization 
would be proud. It describes our 
authoritative Washington service, our 
regular publications, our research pro- 
gram, our accounting and servicing 
division and all the other activities 
which make up our organization. 

There are the things we talk about 
and which you, in contacting a pros- 
pective member, can elaborate on. 

This year another piece has been 
prepared directed to banks alone. 
MBA has 332 of them now, some of 
the country’s largest, others small and 
medium-sized. Most banks are logical 
prospects. Members will receive a 
supply of these booklets soon. A really 
sizable expansion in bank membership 
this year is much to be desired. 

We don’t have all the title com- 
panies or life insurance companies. 
They are about our most logical 
prospects. In rounding out our or- 
ganization we certainly need them all. 

All this adds up to a request of 
every member to lend a hand in the 
job of keeping MBA growing in 1952. 
As the Association becomes more and 
more representative of the field of 
mortgage lending and investing, the 
more value it has for every member, 
the more it can make its influence 
felt, the more it is listened to and 
the more it can accomplish for its 
members. 

How about that?—-a new member 
by every member in 1952. 


NEW MEMBERS IN MBA 


New members in MBA just 
mitted include the following: 


ARIZONA—Tucson, Wilson Mortgage 
Company, 84 W. Pennington St., J. R. M. 
Wilson, president. 

CALIFORNIA-—Los Angeles, Louis R. 
Ardouin, d/b/a Realty Loan Co., 3754 
West 54th Street; First Mortgage Corpo- 
ration of California, 3725 Wilshire Blvd., 
Philip M. Rea, president. 

ILLINOIS—Granite City, The Hodge 
Agency, 1915 Edison Ave., Orville E. 
Hodge. 

LOUISIANA—New Orleans, All States 
Mortgage Co., Inc., 8137 Oleander St., 
Harry T. Kelly, president. 

NEW MEXICO — Albuquerque,, West- 
ern Investments, Inc., 122 South Monroe, 
O. D. Propps, Jr., vice president. 

NEW YORK—Rochester, W. L. Pfeiffer 
Company, Inc., Genesee Valley Trust 
Bidg., W. L. Pfeiffer, president. 

TENNESSEE—Chattanooga, Paul W. 
Shepherd Realty Company, 826 Cherry 
Street, Paul W. Shepherd. 

TEXAS—Dallas, Dallas National Bank, 
1530 Main St., W. H. Kosanke, Manager, 
mortgage department. 

UTAH—Provo, Utah Savings & Loan 
Association, 172 W. Center St., D. Spen- 
cer Grow, president. 


ARTHUR F. BASSETT IS 
NEW DETROIT MBA HEAD 


Arthur F. Bassett, vice president, 
Detroit Trust Company, was named 
president of the Detroit MBA at the 
annual election meeting of the organ- 
ization’s board of governors. Mr. 
Bassett, a director and member of the 
finance committee of the National 
Association of Real Estate Boards, is 
a former president of the Michigan 
Real Estate Association and of the De- 
troit Real Estate Board. He is a 
lecturer on real estate finance for the 
University of Michigan’s School of 
Business Administration and has been 
a speaker recently on a number of 
panels for the discussion of mortgage 
financing problems. 

Alfred F. Taylor, mortgage rep- 
resentative of the General American 
Life Insurance Company in Detroit, 
was named vice president of the De- 
troit association, and Robert A. Tag- 
gart, executive vice president of the 
Hannan Real Estate Exchange, Inc., 
became secretary treasurer. 

Named to the board of governors 
for three-year terms were Gare B. 
Reid, who will also serve as 1952 
president of Detroit Chapter, Society 
of Residential Appraisers, and Leo F. 
Drolshagen of the Peoples Federal 
Savings and Loan Association in De- 
troit. 

(Continued on next page) 
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William A. Clarke, president, W. 
A. Clarke Mortgage Co., Philadel- 
phia, who was the speaker at the 
dinner which followed the business 
meeting of the Association, warned 
his listeners that “we will go out of 
business if we don’t get a free mar- 
ket.” 

Clarke questioned the common as- 
sertion that accumulating savings will 
soon provide funds for VA and FHA 
loans. 

“Since mutual savings banks have 
been taxed they have been buying tax 
exempt bonds,” he declared, “public 
housing bonds, for example, yielding 
2.12 per cent, which is the equivalent 
of 4.4 per cent for mortgages. How 
can VA loans compete with that? I 
have just had word that the Veterans 
Administration has concluded not to 
put any discount system into effect. 

“Metropolitan and Prudential just 
bought extremely large blocks of 
Westinghouse 3 per cent debentures 
and Union Carbide 3% per cent 
debentures, issued for plant expan- 
sions. With income coming in twice 
a year, and no taxes, no escrow, no 
amortizations, no monthly payments, 
these investments are proving more 
attractive than VA mortgages. 

“We have enormous possibilities 
ahead for our business in the next 
decade if we can have a free market. 
Census estimates are that there will 
be an increase of 30,000,000 in UV. S. 
population by 1960—that is equiv- 
alent to the present population of the 
states of New York, Pennsylvania, 
New Jersey and Connecticut. All of 
the housing, all of the _ schools, 
churches and all other buildings to 
serve that population, that are now in 
those four states, will have to be con- 
structed to provide for this increase.” 
—Harowp HALLert. 


PASS RESOLUTIONS ON 
PATTERSON'S 20th YEAR 


As 1951 was closing, local mort- 
gage banking associations over the 
country joined in passing resolutions 
commending MBA Secretary George 
H. Patterson for his twenty years’ 
service with the organization. Chicago 
MBA’s vote of thanks on his anniver- 
sary year said: 

WHEREAS, GEORGE H. PATTER- 
SON, Secretary-Treasurer of the Mortgage 
Bankers Association of America, has so 
capably served in this capacity for the 
past twenty years, and WHEREAS, he 
was honored in this anniversary year by 


the National Association at its Annual 
Meeting in San Francisco, NOW, THERE- 
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Officers and governors of the Detroit MBA for 1952: Seated, left to right, Samuel A. 


Clark, Alfred F. Taylor, vice president; Arthur A. Bassett, president; Robert A. Taggart, 


secretary-treasurer; and Joel 
Mel Kingsbury, Gare B. 
Stanley Earp. 


FORE, BE IT RESOLVED that an ex- 
pression of congratulations be extended 
Mr. Patterson by the Chicago Mortgage 
Bankers Association for his untiring per- 
formance to duty and willing assistance to 
all segments of the mortgage industry. 
Detroit MBA’s resolution said: 
WHEREAS, George H. Patterson, Sec- 
retary-Treasurer of the Mortgage Bankers 
Association of America, is now complet- 
ing twenty years of service with the Na- 
tional Association; and WHEREAS, dur- 
ing all of the said twenty years he has 
devoted unlimited time and attention to 
the affairs of the National Organization 
in such manner that he has increased its 
membership nearly tenfold, and brought it 
to national attention; and 
WHEREAS, the Board of Governors 
and the membership of the Detroit Mort- 
gage Bankers Association wish to go on 
record as expressing to George H. Patter- 
son its sincere appreciation for the assist- 
ance which he has given the local organi- 
zation in promoting and maintaining high 
standards of the mortgage business; 
NOW, THEREFORE, BE IT RE- 
SOLVED that the Detroit Mortgage Bank- 
ers Association adopt a Resolution of 
Thanks and Appreciation for his ethical 
handling of the problems of mortgage 
banking and the generous donation of his 
time and talents to this local organization. 
Minneapolis MBA likewise went on 
record as expressing that group’s ap- 
preciation. Its resolution said: 
WHEREAS, George H. Patterson, Sec- 
retary-Treasurer of the Mortgage Bank- 
ers Association of America, is completing 
20 years of service with the National 
Association; and WHEREAS, during his 
term of office he has executed the affairs 
of the National Association in a capable 
and efficient manner, and by diligent 
effort has increased the membership from 
an initial 180 to nearly 1700, and has 
further been largely responsible for devel- 


K. Riley, 1951 president. Standing, Hubert R. Haeussler, 
Reid, Sidney D. Thomas and Leo F. Drolshagen. 


Missing: 


oping it into one of the outstanding trade 
organizations in the country; and 

WHEREAS, the membership of the 
Minneapolis Mortgage Bankers Associa- 
tion desires to express to George its sin- 
cere appreciation for the many helpful 
courtesies which he has bestowed upon it 
and for his distinctive record of progress; 

NOW, THEREFORE, BE IT RE- 
SOLVED that the Minneapolis Mortgage 
Bankers Association hereby extends to 
George its grateful thanks for his untir- 
ing and selfless devotion to the interest of 
the National Association, from which the 
Minneapolis Mortgage Bankers Associa- 
tion materially benefited, and to com- 
mend him for his successful achievements 
during this 20-year period. 


Detroit MBA officials report that 
many member firms have cut their 
operating costs and speeded up FHA 
loans since the inauguration of clinics 
for office personnel. Errors in the 
handling and preparation of papers 
have been mainly responsible for de- 
lays and added expense in loan proc- 
essing, according to George W. Zinky, 
director, and Harry M. Steffey, assist- 
ant director, of the Michigan FHA 
office. 

Photograph below shows the No- 
vember clinic session, devoted to 
closing and attended by personnel, 
clerical and legal, who are chiefly 
concerned in that phase of loan proc- 
essing. 
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PEOPLE AND EVENTS | 





MBA Past President Milton T. 
MacDonald was named a trustee-at- 
large and a member of the mortgage 
committee of Teachers Insurance and 
Annuity Association of America, 
R. McAllister Lloyd, president, an- 
nounced. Two other trustees, Ralph 
Himstead, general secretary, Ameri- 
can Association of University Profes- 
sors, and John I. Kirkpatrick, con- 
troller, University of Chicago, were 
also named. John P. Good was elected 
secretary. 


John S. Throckmorton has joined 
The Citizens National Bank and 
Trust Company, Caldwell, N. J., as 
vice president in charge of its new 
mortgage department. He was for- 
president of the Caldwell 
Company, recently dis- 


merly 
Mortgage 
solv ed. 


Vincent B. Miner has been elected 
executive vice president of the Patch- 
ogue Bank, Patchogue, N. Y. He was 
president of Essex Title 
Trust Co., Montclair, 


formerly 
Guaranty & 


N. J., recently acquired by the New 
Jersey Realty Title Insurance Co., 
Newark. 


OBITUARIES 


Frederic C. Ewald, 46, a mortgage 
loan officer for Northwestern Na- 
tional Life Insur- 
ance Co., died 
suddenly in Min- 
neapolis. 

Mr. Ewald be- 
came ill at the 
Minneapolis club 
where he had met 
friends on his way 
to the Minnesota- 
Wisconsin football 
He was a 


His 





Fredric C. Ewald 


game. 

member of Minneapolis MBA. 
widow and two daughters survive. 
Ewald worked Northwestern 
National for 31 joining the 
home office staff as an errand boy in 
1920 when he was 15 years old. He 
served successively in the cashier’s 
department and in the mortgage loan 
department, where he became one of 


for 
years, 
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the chief lieutenants of Reuben A. 
Scott, director of mortgage loans. 


M. C. Eidsmoe, president of the 
Woodbury County Savings Bank, 
Sioux City, died suddenly on Novem- 
ber 26. Until he was elevated to the 
presidency two years ago, he con- 
ducted the institution’s mortgage de- 
partment. He was a past president 
of the Sioux City mortgage associa- 
tion and the Iowa MBA and was a 
regular attendant at MBA meetings. 


Charlton L. Hall, president, Wash- 
ington Title Insurance Co., Seattle, 
died after a long illness. Mr. Hall 
was a past president of the American 
Title Association 
and spent more 
than 45 years in 
the title business. 
He came to Seat- 
tle in 1905 and 
was employed to 
modernize the 
plant of the Se- 
attle Abstract Co., 
which had been 
purchased by the 
Title Trust Company. 

In 1911 when the Washington 
Title Insurance Co. was organized, 
the modernized plant became the 
property of that company and is still 
in use. Soon after the organization 
of the company, Hall was elected 
secretary. 


Charlton Hall 


Frederick S. Duhring, a senior part- 
ner of Mason-McDuffie & Co., Berke- 
ley, Calif., and a former member of 
the MBA board of governors, died 
suddenly November 28 from a heart 
attack. He was one of the founders 
of the Northern California MBA and 
was an active member of MBA for 
many years. He had been associated 
with Mason-McDuffie for 28 years 
and his entire business career had 
been in the mortgage industry. His 
widow, a son and daughter survive. 


Parker Evans, partner in the mort- 
gage firm of Evans, Mills & Company, 
Birmingham, died of a heart attack 
while on a hunting trip in South Ala- 
bama on December 12. He had been 
in the mortgage business for the past 
25 years and was a past president of 


the Birmingham MBA. 


OUTLOOK FOR MORTGAGES 
(Continued from page 8) 


1952 conditions in the mortgage mar- 
ket are likely to be is the proposal 
that legislation be enacted so that 20 
per cent of the National Service Life 
Insurance Fund can be invested in GI 
loans. Principal veterans organiza- 
tions oppose it. Most mortgage men 
probably share that view. Some do 
not; and in one city a group has 
been organized to see what can be 
done “about opening up the GI mar- 
ket.” Their plan provides for GI 
loans to be sold to the insurance fund. 


»> COST OF LIVING: Despite the 
relative calm on the inflation front 
as 1951 closes, we can expect living 
costs to take another jump in 1952. 
Maybe it will be only between 2 and 
3 per cent, as government economists 
say. But—barring any unforeseen in- 
ternational incident—the cost of liv- 
ing shouldn’t skyrocket. 


>> WHAT’S AHEAD? Mortgage 
men seem pretty well convinced that 
the boom conditions of the past few 
years are over as far as they’re con- 
cerned. “The bloom is off the rose” 
is the way many phrased their opin- 
ion. “We will be getting back to 
more normal conditions and it is 
likely to be a good thing too,” says 
another. 

Now, for more specific opinions by 
representative mortgage men over the 
country, followed by the views of 
various life insurance officials, THE 
Mortcace BANKER submits these ap- 
praisals for 1952. 


>> COMMENDABLE EFFORT: 
An example of what seems to be the 
highest type of public service comes 
out of Tulsa where recently rather 
high loan delinquencies were being 
shown among Negro borrowers. The 
Greenwood Chamber of Commerce 
asked the Oklahoma MBA for assist- 
ance in the matter and suggested 
that members of the Chamber be ad- 
vised of delinquencies prior to filing 
foreclosure action. The Oklahoma 
MBA gladly complied. It’s a fine 
example of all citizens working to- 
gether. The plan holds the possibil- 
ity of saving some foreclosures. 


Definition of an orator {by Dr. J. Philip 
Wernette, University of Michigan, at Mag- 
azine of Building’s Pension Fund Confer- 
ence): Man who makes deep sounds from 
the chest sound like deep thoughts from 
the head. 
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Swinging Again ? 


The changing demand for mortgages we have likened to 
the swing of a pendulum. For some time money was 
plentiful. The borrower was in the driver's seat and could 


MINNESOTA shop for the most favorable terms. Often charges nor- 
UTAH mally paid by the borrower were absorbed in order to 
OHIO get loans. Lost income could be recovered in premiums 
FLORIDA principals offered for mortgages. 
GEORGIA Then money became tighter and we saw the pendulum 
MISSOURI begin to swing. The change in bond prices drew off 
funds which might otherwise have been invested in 
TENNESSEE mortgages. 
en Today there is evidence of a softening of the market 
MGISTARSA of a little more money being available for mortgages. 
WYOMING The properly made home loan, as always, is still a secure 
NEBRASKA and profitable investment. More large lenders are be- 
MISSISSIPPI coming interested, but on a selective basis. They are 
WEST VIRGINIA yield minded, and quality minded. The more attractive 
SOUTH CAROLINA the package, the better. Satisfactory title as evidenced 
and guaranteed by Title Insurance, makes any loan, 
KANSAS conventional or government, a better loan, and more 
SOUTH DAKOTA attractive to any principal. 
LOUISIANA 


The cost of Title Insurance, and other legitimate expenses 
of making the loan should be paid by the borrower. This 
should be firmly established before conditions which 
generated abuses return. 


Title Insurance Company of Minnesota is prepared to take care of the title 
Rie insurance needs of mortgage bankers generally in the states listed. Policies 

are issued through branch offices, agents, or direct from the home office. 
The service is planned by mortgage bankers for mortgage bankers. 





Capital, Surplus and Reserves 
in excess of $2,500,000 


TITLE INSURANCE COMPANY OF MINNESOTA 


125 SOUTH FIFTH STREET Lincoln 8733 
MINNEAPOLIS 2, MINNESOTA 





TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 
tection against title losses, facilitates the sale and 
transfer of Real Estate and Real Estate Mortgages. 
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The Company is Licensed in the Following States: 


Alabama Mississippi 
Arkansas Missouri 
Colorado Montana 
Delaware Nebraska 
Florida Tennessee 
Georgia Texas 
Indiana Utah 
Kansas Wisconsin 


Louisiana Wyoming 





and in the 
Territory of Alaska 


Issuing Agents in most principal cities—Escrow Services 


Furnished by our Home Office and by all Issuing Agents. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,500,000.00 
Title Bidg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 
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